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Canadian Egg 
Marketing Agency 


\ 


The Canadian Egg Marketing Agen- 
cy is a statutory corporation established 
by proclamation of the Governor 
General in Council on Dec. 12, 1972. — 
The agency is charged under federal — 
legislation and a_federal-provincial 
agreement to: _ 


- set the farmgate price of eggs; 

- regulate national egg supplies; 

- remove surplus eggs from the domes- 
tic market; and 
- encourage consumption. 


These powers are exercised in con- 
junction with ten provincial egg market- 
ing boards. 
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“1987 Directors 


1987 Board of Directors of the Canadian Egg Marketing Agency. From left to right: Gib Shouldice (General Manager), 
Scott Simmons (Nfld.), Alex Craig (Ont.), Helen Tymoczko (Director-at-Large), Don Guenter (Sask.), Stan Steen (Chair- 
man), Bert Haneveld (P.E.I.), Don Newcombe (N.S.), Manfred Kanehl (Alta.), Bill Schmitke (Man.), Don Hicks (N.B.), 


Raymond Laplante (Que.), Fred Krahn (B.C.). 


CEMA Chairman - Stan Steen 


In my message last year, I cited several areas that in 
my view needed improvement in the egg industry. 

One of those areas was CEMA’s relationship with the 
Canadian processing industry. | am happy to report that 
the relationship has vastly improved. 

Gone, as well, is the friction between CEMA and 
provincial boards. 

These improvements have helped us band together 
and form a united front to deal with an issue that has 
the potential to radically alter our industry - free trade. 

At the beginning of 1987, CEMA, with the co- 
operation of the provincial boards, mounted an exten- 
sive information campaign on this issue. 

Our message was clear. We were not against free 
trade for other sectors of the economy. But the indus- 
try was concerned that bilateral negotiations could des- 
troy supply management. 

Our campaign, combined with the efforts of the 
provincial boards, allowed us to reach all federal Mem- 
bers of Parliament as well as the vast majority of provin- 
cial legislatures. 

The response we received was both positive and reas- 
suring. 

After a look at the final agreement, it’s definite that 
some things will change in the Canadian egg industry. 

I feel that with help from industry allies and the fed- 
eral and provincial governments, the agreement is 
manageable. 

The Free Trade Agreement has been signed. All that 
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is left to make the document official is passage through 
the Parliament of Canada and the United States 
Congress. 

The trade agreement will take effect January 1, 1989. 

Despite assurances that our industry would not be in- 
jured, we will not know for certain whether supply 
management in Canada will continue as is until we have 
realized the full effect of the trade agreement. 

The egg industry was not part of the problem but it 
appears that we have been made part of the solution. 

And as we head into 1988, we are also faced with 
the renegotiation of the General Agreement on Tariffs 
and Trade (GATT). 

Egg producers in Canada will continue to monitor 
both the bilateral agreement with the U.S. and the mul- 
tilateral talks at GATT. 

In February, CEMA was invited to a seminar hosted 
by National Farm Products Marketing Council. 

The seminar was arranged by the federal minister of 
agriculture to study CEMA’s surplus removal program. 

A four-man committee, appointed by the Hon. John 
Wise, reported back to him with its recommendations. 

A Liaison Committee, comprised of members from 
the National Farm Products Marketing Council and the 
Canadian Egg Marketing Agency, was formed to review 
the findings of the Ministerial Report. 

The committee has met regularly since last fall and 
is currently discussing pricing, interprovincial movement 
and the surplus removal system. 

The supply management system, now enjoyed by our 
egg industry, has been the focus of a number of studies 
throughout the past year. 

It seems strange that while we are continually being 
studied by one group or another, supply management 
is viewed favourably world-wide. Accolades come from 
the press, producers and bureaucrats world-wide. 

Last September, the Canadian Egg Marketing Agen- 
cy and the Canadian Egg Producers Council hosted the 
25th annual International Egg Commission Conference 
in Montreal. 

The conference provided CEMA with an opportuni- 
ty to showcase a very healthy and successful Canadian 
egg industry. 

Many of the delegates at the conference were im- 
pressed by our system. In fact, representatives fron Eu- 
ropean countries deemed Canada lucky to have such 
a system. 

It’s ironic that just as experts from around the world 
were applauding our supply management system, 
proposals for a radical overhaul of the system were a 
monthly occurence. 

However, the Agency and its members continue to 
persevere. And I have no doubts that we will continue 
to do so. 
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General Manager’s Report 


CEMA General Manager - Gib Shouldice 


Last year was the egg industry’s 15th year under sup- 
ply management. 

In retrospect, the past year was unique in our histo- 
ry. Even when one looks back at the formative years 
of supply management, and the issues that faced the 
industry during that difficult period, I believe a study 
of 1987 shows an unprecedented number of challenges 
to Our system. 

As a result of a Consumers Association of Canada 
complaint, Agriculture Minister John Wise called a na- 
tional seminar to investigate CEMA’s consumer levy for 
surplus removal. 

A report was issued by the Minister in late June and 
contained recommendations for changes in areas such 
as levies, pricing and interprovincial movement. 

To handle these recommendations, the Agency and 
the National Farm Products Marketing Council have 
formed a Liaison Committee to look at each recommen- 
dation as to its legality, practicality and feasibility. 


Two other reports also making recommendations for 
the egg industry were released in 1987. 

They were the Price Waterhouse report commis- 
sioned by the federal and provicial ministers of agricul- 
ture; and an Agriculture Canada report generated in 
response to cabinet directives arising from the ministerial 
task force on program review. 

Both reports are similar in scope. Each one provides 
recommendations to improve identified problems wi- 
thin supply management. The reports provide recom- 
mendations in the areas of quota, pricing and relations 
between the Agency and the NFPMC. 

Another issue that has caused some concern in our 
industry is Agriculture Canada’s proposed initiatives to 
introduce skip-lot sampling, a jumbo grade and a man- 
datory extra large pack. 

Our initial analysis, primarily of the introduction of 
an extra-large pack, indicated that because eggs could 
not be graded down to large - as is currently practised 
- we would short the Canadian market by almost 
500,000 boxes. 

This shortfall of large would in turn create an equiva- 
lent increase in U.S. imports. 

All of the initiatives are currently being reassesed and 
we are confident that any program, which would be 
detrimental to our system, will not be implemented. 

The bilateral and multilateral trade talks continued to 
make headlines in 1987. 

Currently Canada is in the midst of multilateral trade 
talks at GATT. Supply management will, and is, on the 
negotiating table. 

Our industry must ensure that Article 11, which al- 
lows Canada to operate a supply-managed system by 
restricting imports, is improved, not weakened. 

The Agency continues to monitor the talks and work 
with other supply-managed groups that will exact max- 
imum influence on the decision makers. 

For while the bilateral trade agreement - which | will 
discuss later - tinkers with supply management, changes 
to GATT can destroy the system. 

At GATT, there are no guarantees. In fact, federal 
Cabinet Ministers have said publically that it will be much 
more difficult to protect supply management at the mul- 
tilateral talks. 

Protecting supply management is something we have 
spent a lot of time on in the past year. I think we were 
relatively successful at doing so in regards to the bilateral 
trade agreement with the U.S. 

Free trade has been an ongoing issue now for almost 
two years. 


Earlier this year, Canada and the United States in- 
itialled an agreement that will take effect Jan. 1, 1989, 
after approval from the Canadian Parliament and U.S. 
Congress. 

Now that the agreement is public, the industry must 
now find ways to manage the accord. 

During the negotiation process, we continually 
received assurances from the government that supply 
management and its underpinnings would be preserved. 

Well, supply management has been preserved but I 
believe the underpinnings have been damaged. 

Potentially the FTA will hurt our industry in three 
areas; imports, tariffs and harmonization of standards. 

Effective January 1, 1989, the level of global shell 
imports will be increased from 0.675 per cent of the 
previous year’s production to 1.647 per cent. This new 
global import level is an approximation of the average 
total global and supplemental imports during the past 
five years. 

Although the global level has been increased dramat- 
ically, the supplemental import system will remain. 

Tariffs on eggs crossing the Canada/U.S. border will 
be removed over a ten year period. That means the cur- 
rent charge of three and a half cents per dozen on shell 
product will come off in equal amounts of just over a 
third of a cent per year until 1999. 

This tariff removal will make it even more appealing 
for importers to bring in U.S. eggs. It also means the 
Agency will sustain a greater loss when selling eggs to 
Canadian processors, since our selling price is based on 
a U.S. landed price. 

A slightly higher selling price in the export market 
could offset some of the loss. 

Harmonization of standards between the two coun- 
tries could potentially be the most damaging aspect of 
the FTA, especially if some of the initiatives started by 
Agriculture Canada in 1987 continue. 

Issues such as the skip-lot sampling method for grade 
standards; mandatory x-large pack and the introduc- 
tion of a jumbo pack, which I mentioned earlier, are 
examples of new standards. 

There was one other item in the legal text of the FTA 
which initially caused a great deal of concern. That was 
article 701-3 which we believe would have jeopardized 
our entire export surplus program. 

We have since been informed by the federal govern- 
ment that, based on a legal opinion by the federal 
department of justice, CEMA is not included in the 
groups covered by this article. This assurance took a 
while to arrive, but it was welcome. Nevertheless, I don’t 
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believe we are completely safe or out of the woods in 
this area. 

The industry must find ways to manage the FTA. 

To do so, we have requested several things from the 
federal Agriculture Minister, John Wise. 

First, to manage the impact of the increased level of 
global imports, we have requested that the Agency be- 
come the sole importer for all eggs entering Canada. 
This step would benefit consumers, graders and 
producers. 

Second, to manage the elimination of tariffs, we have 
requested Mr. Wise’s assurance that any additional costs 
incurred by the Agency in selling surplus will be covered 
by increases to the consumer levy. 

Third, we have asked for direct and early industry 
involvement in all initiatives designed to harmonize 
standards. 

We are still waiting for a reply from Mr. Wise. 

The Agency has created a committee task force 
chaired by Ontario Director Alex Craig to direct Agen- 
cy efforts in both sets of trade negotiations. 

Last year was a year that saw a tremendous amount 
of outside pressures placed on the agency. 

I must emphasize that these pressures have ocurred 
not because of basic failures to our system. 

This indicates to me that the major problem is peo- 
ple outside our industry do not understand what we do 
and who we are. 

It is time we let people know how we operate. 

I know that is part of our job at the Agency. But | 
believe it is time that producers, start conveying that 
message. 

Communicate with the people you interact with on 
a regular basis. Tell them what our industry is all about. 
Tell them the egg industry is one of the few sectors of 
Canadian agriculture where you can still make a de- 
cent living. That fact is nothing to be ashamed of. 

Tell them also that consumers - according to recent 
surveys - are happy with the quality and price of our 
product. Tell them that we do not receive federal or 
provincial government dollars to operate our programs. 

It is time we conveyed that message. Get out and pro- 
mote your industry. Unless we get our side of the sto- 
ry, we will be faced with even more challenges in the 
years ahead. 

It is time we pulled together and let others know ex- 
actly how we work and how efficient we really are. 

And with the continued cooperation of our provin- 
cial boards and the hard work and effort from Agency 
staff, I am confident we can accomplish our goals. 


Manfred Kanehl 
Alberta, Newfoundland 


Scott Simmons 


Bert Haneveld - Alex Craig 
Prince Edward Island Ontario. 


Helen Tymoczko 


Raymond Laplante 
Quebec Director-at-Large. 


Free Trade Still An Issue 


Throughout 1987, the Board of Directors spent con- 
siderable time monitoring the bilateral trade negotiations 
between Canada and the United States. 

After extensive negotiations, Canada and the Unit- 
ed States initialled a free trade agreement in October. 

The agreement maintains Canada’s right to employ 
supply management as a policy option for agriculture. 

Nevertheless, negotiators did tinker with some of the 
underpinnings of Canada’s supply management system 
in eggs. 

The agreement contains three major provisions that 
affect the egg industry. 

Import quota levels will change. Imported shell eggs 
would increase from .675 per cent of domestic shell egg 
production to 1.647 per cent. 


All tariffs between the two countries will be removed 
within a ten year period. This means that the current 
tariff of 3.5 cents per dozen on all shell eggs will dis- 
appear. 

And, the two countries have agreed to harmonize 
standards such as packaging, weights and measures, 
etc. 

The Canadian egg industry has asked the provincial 
and federal governments for assistance to make the 
agreement more manageable. 

The Canadian government can assist the egg indus- 
try in managing the agreement by allowing the Cana- 
dian Egg Marketing Agency (CEMA) to obtain “sole 
importer status.” 

Currently, eggs consistantly end up in the wrong 
places at the wrong time. With higher import levels, this 
problem could become much worse. 

Making CEMA the sole importer of eggs would as- 
sure that eggs are supplied where they are needed - 
when they are needed. 

This position was advanced by the Agency at year- 
end and CEMA is awaiting a response from the 
government. 


GATT Negotiations Continue 

Canada’s supply management system requires the 
underpinnings of import controls allowed under the 
General Agreement on Tariffs and Trade (GATT). 

The grain subsidy war, fuelled by the 1985 Ameri- 
can Farm Bill and the European Economic Communi- 
ty’s surplus problems, pushed GATT nations into a new 
round of negotiations. 

These negotiations are currently underway and are 
expected to continue for several years. 

One area that will be considered is Section XI which 
allows the import controls Canada currently enjoys. 

Since import controls are vital to supply management, 
CEMA is monitoring the situation closely. 


Ministers Report Released 

A seminar was held in February, 1987 to discuss the 
Canadian Egg Marketing Agency’s consumer levy. 
Agriculture Minister John Wise appointed a four man 
task force to study the issue. 

The Minister’s report, which included a number of 
recommendations, was completed in May and delivered 
to CEMA at the end of June. 

CEMA and the National Farm Products Marketing 
Council formed a Liaison Committee to examine ways 
to handle the recommendations. The Committee has 
been meeting monthly since October. 

Pricing, interprovincial movement and the separation 
of levies are issues currently on the table. The commit- 
tee is examining the recommendations from the task 
force as to the legality and practicality of the proposed 
changes. 


Bill Schmitke Don Guenter 
Manitoba, Saskatchewan 


Don Hicks 
New Brunswick 


Fred Krahn 
British Columbia 


Don Newcombe 
Nova Scotia, 


Supply Management Topic of Reports 

Supply management was the topic of several reports 
in 1987. 

The reports - Gilmour Report and the Deputy 
Minister’s Report - reviewed Canadian supply manage- 
ment in eggs. 

The “Gilmour” report was generated in response to 
Cabinet directives arising from the Ministerial Task Force 
on Program Review. 

The Deputy Ministers report was completed by Price 
Waterhouse and commissioned by the federal and 
provincial ministers as part of a follow-up to the National 
Agriculture Strategy 
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The two reports are similar in scope and recommend 
fundamental changes to Canada’s supply management 
system. 

CEMA is currently formulating responses to the 
recommendations. 


Northwest Territories 

CEMA met with the Northwest Territories govern- 
ment in March. CEMA directors asked for rationale and 
feasibility studies to justify what level of birds would be 
required. 

Although these studies have never been forwarded, 
the NWT Government informed CEMA that they were 
disappointed that negotiations hadn’t progressed. 


British Columbia Threatens Pull Out 

In late September, the British Columbia government 
announced its intention to pull out of the national sup- 
ply management programs for egg, turkey, chicken and 
dairy. 

The B.C. government said its province wasn’t get- 
ting its fair share of the market and felt its producers 
would be better off out of the Plan. 

Most B.C. egg producers wanted to stay in the Plan. 

In December, the B.C. government withdrew its 
threat to pull out of the national egg marketing system. 
The B.C. government agreed that it was receiving a fair 
share of the egg market. 


Nest Run Product Moves 

In October of last year, Canadian egg regulations 
changed to allow nest-run imports to registered break- 
ing plants. 

In the last quarter of 1987, 65,000 boxes of nest-run 
product was used as special supplemental imports - im- 
ported for re-export. 


Animal Welfare 

The animal welfare issue is gaining momentum in 
Canada. 

Currently, animal welfare is making headlines in Eu- 
rope where there are sweeping new cage regulations 
in place. 

The egg industry formed a national animal welfare 
committee to devise an industry strategy to deal with 
the threat posed by liberationists. 

Canada’s egg producers are encouraged to follow 
Agriculture Canada’s Code of Practice. 


IEC A Success 

The 25th anniversary of the International Egg Com- 
mission was celebrated in Montreal last September. The 
annual conference was well-represented by member 
countries and indications were that it was the best con- 
ference ever. 


Market Price 


Egg Prices Lower in 1987 


Egg prices in 1987 were slightly lower than in 1986 
mainly due to decreased national feed costs. 

The farm-gate price for Grade A Large eggs was the 
same at the end of the year in most provinces as it was 
in January. 

One of CEMA’s mandates is to ensure farmers receive 
their cost of production plus a reasonable return. 

To ensure this continued, CEMA made an adjust- 
ment to the pricing formula to reflect higher costs in the 
Atlantic provinces. 

Therefore, in April of last year, an extra two cents 
was added to the farm-gate price in those provinces. 

The national weighted average cost of producing a 
dozen Grade A Large eggs in Canada in 1987 was 
97.70 cents. In comparison, the weighted average to 
produce a dozen eggs in 1986 was 99.63. 

Labor costs were up marginally while pullet costs fluc- 
tuated throughout the year. 

In 1987, an Ontario producer paid on average 34.54 
cents for feed to produce a dozen large eggs. In 1986, 
the feed cost for that same producer averaged 36.61. 

CEMA sets the farm-gate price for eggs at the begin- 
ning of each month using a cost of production formula. 

The prices are reported in advance to the National 
Farm Products Marketing Council. 

The price paid by processors dropped significantly 
throughout 1987. The price for large eggs at the be- 
ginning of the year was 74 cents. By the summer, the 
price had fallen to 59 cents and at year-end 1987, the 
price had plunged to 44 cents. 

The Canadian processor price tracks the U.S. mid- 
west breaking stock price. 

Large decreases in the U.S. cost of feed per dozen 
led to the drop. 


COST OF PRODUCTION 
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Market Supply 


Supply Up Slightly 


Production levels in 1987 increased slightly over year- 
earlier levels mainly due to productivity gains and a mar- 
ginally larger regulated flock size. 

Grade A gradings rose from 25.9 million boxes of 
15 dozen in 1986 to 26.0 million in 1987 - an increase 
of .6 per cent. 

It is the second year in a row that supply of Grade 
A product has increased. 

Total Canadian egg production was led by Ontario 
which produced 11.2 million boxes, up from 11.0 mil- 
lion in 1986. Ontario produced approximately 41 per 
cent of all Canadian eggs. 

Quebec was the second leading province with 
production of 4.54 million eggs or 16 per cent of all 
production. 

Prince Edward Island, Manitoba, Alberta and British 
Columbia were the only provinces that reported lower 
production levels in 1987. 

Almost 95 per cent of all eggs produced in Canada 
in 1987 were Grade A. 

Of all Grade A eggs, 50 per cent (13.7 million box- 
es), were large. Extra large production was five million 
or 18.3 per cent - down from 18.8 per cent in 1986. 
Approximately six million mediums were produced 
representing 21.9 per cent of total Grade A gradings. 
Small eggs accounted for 1.2 million boxes or 4.6 per 
cent. 

There were 1.2 million boxes of peewees and Grade 
B and C eggs produced in 1987. 

A 23.1 per cent decrease in shell egg imports was 
caused by better utilization of Canadian production. In 
1987, 359,050 boxes were imported compared to 
464,057 in 1986. 

Almost 70 per cent of all eggs imported were large. 
In 1987, 250,803 boxes of large were imported com- 
pared to 347,715 boxes of large in 1986. 

Extra large imports decreased by 30 per cent while 
there were no imports of small eggs at all in 1987. Im- 
ports of mediums increased from 85,883 boxes in 1986 
to 88,831 in 1987 - up 3.4 per cent. 

The average regulated flock size in 1987 increased 
to 10,987 birds per producer compared to 10,748 lay- 
ers in 1986. Producers in Nova Scotia had the highest 
average flock size in 1987 with 20,300 layers per 
producer. There were 1,776 registered producers in 
Canada in 1987 down 38 from 1986. Only 72 
producers have left the egg industry in the last two years. 

The national laying flock grew slightly from 18.52 mil- 
lion layers in 1986 to 18.55 million birds in 1987. 
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Table Demand Drops Slightly 


Canadian consumers ate 1.7 per cent less eggs last 
year. Demand fell from 23.2 million boxes of 15 dozen 
in 1986 to 22.8 million in 1987. In comparison, de- 
mand increased 1.6 per cent from 1985 to 1986. 

Table disappearance of A Large eggs dipped slight- 
ly. A little more than 55 per cent of all table disappear- 
ance was A Large. In 1986, 54.7 per cent of all table 
disappearance was Large. 


Sales to breakers increased 0.6 per cent from 2.26 
million boxes in 1986 to 2.27 boxes in 1987. 


(Millions) 


BOXES OF 15 DOZEN 


1985 
m@ TABLE MARKET 


1986 1987 


PROCESSOR MARKET 
Source: CEMA 
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Exports Up 


Egg exports increased in 1987 from the year before. 

Exports rose 53.5 per cent from 810,560 boxes in 
1986 to 1.2 million last year. 

Increased exports reflects the decrease in egg con- 
sumption and increased supply. 

Exports accounted for 36.7 per cent of CEMA’s to- 
tal surplus sales. 

Domestic purchases of breaking stock increased .6 
per cent after a two year decline. 

The cost of exporting surplus eggs is not reflected in 
the retail price of eggs. The cost of CEMA’s export pro- 
gram is borne by Canadian egg producers. 

Because demand for eggs fluctuates throughout the 
year - high during holidays and low in the summer 
months - it is impossible to eliminate surplus if CEMA 
is to ensure consumers of a ready supply of Canadian 


eggs. 


Market Surplus 
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COP Committee 


Producer Participation Up In 1987 


The Cost of Production (COP) Committee’s primary 
task in 1987 was to review results of the COP survey 
conducted in March and April. 

The COP survey has been held every three years 
since 1980 and every two years from 1976 to 1980. 

Planning for the survey began in 1986 and continued 
into the summer of 1987. The firm Peat, Marwick, and 
Partners was chosen to conduct the survey. 

In consultation with the COP Committee, Peat, Mar- 
wick was responsible for the design of the questionnaire, 
the data verification procedure, the sample design, on- 
farm interviews, review and development of costing the- 
ory and the analysis and reporting of the results. 

Producers were randomly selected by the consultants 
on a provincial basis. They were selected from 
producers who had laying flocks between 8,000 and 
50,000 hens. This larger-than-average flock size ensures 
that data from the most theoretically efficient farms is 
used. In all, 226 producers took part. 

During the interview, producers were asked to 
present their cost of producing eggs for 1986. These 
costs included such items as feed, pullets, labor, build- 
ing and equipment depreciation, land and fuel. 

CEMA consults, as required, with the National Farm 
Products Marketing Council (NFPMC). A representa- 
tive of the NFPMC attends meetings of the Committee 
and participates in its discussions. 

For this survey, the Committee focused on the issue 
of survey participation and improvements of data col- 
lection for the labor and capital costs components. 

A significant improvement in producer participation 
was evident in the survey. This improved the results and 
credibility of the survey process. 

The Committee appreciates the efforts of all who par- 
ticipated in the 1986 survey. 

The new cost factors will be implemented in 1988 
after the NFPMC has verified the survey results. 


Committee Members: 
Bill Scott, Chairman 

Fred Krahn 

Manfred Kanehl 

Jacques Bouchard 

Bert Haneveld 

Stanley Durnnian 


Budget Committee 


Presentation of Budget Changed 


The budget committee faced a challenging year in 
1987. 

The committee dealt with a change in the budget 
process and requests from The National Farm Products 
Marketing Council (NFPMC) to substantiate levy re- 
quirements. 


Since CEMA has employed deficit financing since 


1984, it was necessary to seek a half cent per dozen 
increase in the administration levy for 1988. This in- 
crease would generate slightly more than $2.2 million 
in revenue. 

Management was directed by the CEMA Board to 
develop a budget program leading to prior-approval of 
the administration levy by the NFPMC. 

The presentation of the budget was changed in 1987. 
The 1988 budget and marketing plan were reviewed 
concurrently by Directors. 

This new budget process allows for greater under- 
standing by the NFPMC. 

Once the budget has been approved by the CEMA 
board of Directors; the Council budget committee meets 
with CEMA management, the marketing committee 
chairman and the budget committee chairman. 

This was the first year that CEMA actually spent a 
full day making a presentation to NFPMC’s budget com- 
mittee. The emphasis was placed on the marketing pro- 
gram, which comprises 54.4 per cent of the Agency’s 
administration budget. 

The Agency’s 1987 projected year-end fund balance 
remained above the $1.5 million level at $1,604,046. 


Committee Members: 
Scott Simmons, Chairman 
Helen Tymoczko 

Don Guenter 
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Audit Committee 


Touche Ross Retained 


The Audit Committee meeting held on Dec. 8th, 
1987, authorized CEMA’s management to retain audi- 
tors Touche Ross and Co. 

The Committee agreed to use the same format as last 
year to present the financial information in the annual 
report. 

During the year, the Committee reviewed interim au- 
dits and reviewed to its satisfaction the agency’s finan- 
cial management systems. 


Committee Members: 
Donald Newcombe, Chairman 
Raymond Laplante 

Bill Schmitke 


Surplus Committee 


Committee Supports CEMA Program 


There were several issues - both old and new - dis- 
cussed by the committee in 1987. 

The interprovincial movement of ungraded eggs be- 
tween Manitoba and Ontario was of primary interest. 

While the committee expressed some concerns, the 
members unanimously supported the Agency’s program 
and encouraged its continuation. 

The decrease in supplemental import permits issued 
to Ontario and Quebec graders during the year was seen 
as the major benefit to the system. 

Discussion and analysis of the nest-run test program 
for surplus eggs in British Columbia also took place. 

Given the acceptability and success of the test pro- 
gram, efforts were started to analyze the situation in 
other provinces with a view to implementing the pro- 
gram elsewhere. This process is still continuing. 

As well, discussions continued on the levels of pay- 
ment made by the Agency to the grading and breaking 
industry for various components of the surplus removal 
program. 

Methods to capture changes in grading and packag- 
ing costs were highlighted. 

Of the new issues dealt with during the year, the 
report of the Minister’s Committee on the “Surplus Dis- 
posal of Eggs”; new initiatives by Agriculture Canada; 
and modifications to the base selling price of surplus 
eggs generated the most discussion. 

Generally, the composition of the committee provid- 
ed the opportunity for members of different sectors of 
the industry to sit together and discuss mutual problems. 

Through this process, greater trust and understand- 
ing has been achieved, and progress has been made. 


Committee Members: 
Don Newcombe, Chairman 
Penny Kelly 

Ed Ferguson 

Bob Feldman 

Bob Anderson 


15 


CEMA Takes Stand Against Cholesterol 


The Committee is pleased to report that after “keep- 
ing our heads down” for many years, CEMA - in 1987 
- became proactive on the issue of dietary cholesterol 
and its role in heart disease. 

In August, copies of CEMA’s new brochure 
“Cholesterol in Perspective” were inserted into the wel- 
come kits of delegates at the Canadian Medical Associ- 
ation Annual Meeting. 

Produced in cooperation with the Ontario Egg 
Producers’ Marketing Board and with advice from the 
Egg Nutrition Centre, it was subsequently mailed out 
to all dieticians and general practice and family physi- 
cians in Canada for use with their patients. 

Their response, as measured by re-orders, demon- 
strates clearly CEMA has the support of knowledgea- 
ble health professionals for its position on the cholesterol 
issue. 


co Marketing Committee 


CEMA continues to monitor new scientific develop- 
ments in this area through its working relationship with 
the Egg Nutrition Center in Washington, and through 
participation in conferences and symposia in Canada, 
which are attended by CEMA’s dietician. 


Promotions Include Olympic and Egg Month 
Campaign 


Last year, major ad campaigns were directed at in- 
fluencing consumers at the retail store level. 

Recent research proves most purchase decisions are 
made in the grocery store, with the shopping list serv- 
ing only as a rough guide to the kinds of things to be 
bought. 

With that in mind, two major retail promotions were 
executed in 1987, designed to encourage shoppers to 
pick up that extra carton of eggs. 

The first of these was a repeat of the highly success- 
ful “July is Egg Month” campaign of 1986. Attractive 
new point-of-sale materials for use in-store, coupled 
with a billboard campaign to carry the theme to con- 
sumers on the road, made the message harder than 
ever to ignore. 

Supermarkets supported the campaign much more 
strongly in 1987, and the food service trade - hotels and 
restaurants - responded well to our increased empha- 
sis on that market. 

Later in the year, CEMA developed the “Get Crack- 
ing for the Olympics” contest, which featured “in-store” 
material, with TV, newspaper and magazine support. 

Though not “official sponsors” of the Calgary Games, 
CEMA - through an arrangement with the fund-raising 
arm of the Canadian Olympic Association - was able 
to develop a combination contest and fund-raiser. 

That contest raised more than $100,000 to help send 
Canada’s athletes to the games. 

Each campaign provided the provincial boards with 
an opportunity to extend the programs. 

CEMA was pleased to note that most took advan- 
tage of those opportunities, as they did of many similar 
cost-shared programs throughout the year. 


latt4 


More and more, CEMA marketing activities are be- 
ing developed with the objective of being a resource to 
provincial boards. 

Promotional specialists from across Canada gather 
at semi-annual meetings to share ideas on how to pro- 
mote eggs more effectively. 

Similarly, CEMA implemented two “partner” promo- 
tions with Bisquick and Gainsborough. Both promotions 
capitalized on the natural fit between eggs and a well- 
known branded product utilizing the trade acceptance 
of the branded product - and its sales force - to get the 
point-of-sale materials placed in retail stores. 

While CEMA’s national TV campaigns are perhaps 
the most visible aspect of its marketing effort, CEMA 
believes it is important to highlight its other activities. 

For example, materials for use in schools, recipe 
books to be used at consumer fairs, mall shows, etc; 
microwave oven information and even a continuing flow 
of recipe ideas through our press release program to 
the food writers in Canada’s daily and weekly 
newspapers, all contribute to the overall impact CEMA 
programs have on the marketplace, today - and in the 
future. 

CEMA’s official spokesperson, Alex Baumann, win- 
ner of two gold medals in the 1984 Summer Olympics, 
continued in his capacity as a visual testament to good 
health and nutrition. 

During 1987, he made numerous personal appear- 
ances across Canada in conjunction with provincial egg 
marketing boards, as well as appearing in CEMA’s TV 
spots. 

The TV ads were directed at two key audiences; 
Moms, because they control the budget and the menu, 
and children, because they influence most what Mom 
is likely to buy. 

In early December, Baumann was inducted into the 
Canada Sports Hall of Fame. To correspond with the 
induction, Canadian egg producers donated the origi- 
nal egg tempera portrait of Baumann painted by Ken 
Danby. 

The painting is now on permanent display at the Hall. 


Help Fund Egg Research 

A significant share of the Marketing budget is devot- 
ed to market research. This research is designed to find 
consumer trends and preferences. It is also used, where 
possible, to track the effect of the various marketing 
programs. 

The Agency also funds research at several Canadi- 
an universities. This research is part of a program 


a Marketing Committee 


designed to help find new uses for the egg. 

Scientists are discovering there are important uses for 
eggs in the field of bio-technology that are relatively un- 
tapped. 


Food Service Programs 

CEMA continued its widely-respected food service 
marketing efforts into 1987. 

New recipes were unveiled at trade shows across 
Canada, accompanying point-of-sale material for oper- 
ators, and trade magazine advertising to alert them to 
its availability. 

Late in 1987, a companion brochure to the food serv- 
ice training film for new chefs, “The Classic Egg” was 
introduced. 

Another series of special dinners for selected food 
service executives was successfully conducted in the At- 
lantic region in October. 

And CEMA, in collaboration with the Canadian Fed- 
eration of Chefs de Cuisine, sponsored the “Extraordi- 
nary Egg Recipe Competition” for student and 
apprentice cooks. 

Once again, the contest propelled us to the cream 
of Canada’s culinary world with some fascinating new 
egg recipes. 

The CEMA Marketing Department’s new newsletter 
“Concepts” was introduced in 1987. Distributed free to 
food service operators, owners and chefs, the newslet- 
ter received rave reviews. 


CEMA’s Marketing Progam Wins International 
Award 

The Marketing Committee, which met on several oc- 
casions with Marketing Department staff to review the 
programs, gained valuable insight into the workings of 
the marketing department. 

The Marketing Committee believes the Board has 
good cause to be proud of CEMA’s marketing activities. 

Evidently, the international community shares that 
view. 

At the International Egg Commission Conference in 
Montreal last September, the IEC - which boasts 22 
member countries - presented CEMA the award for 
Marketing Excellence in 1987. 


Committee Members: 
Don Hicks, Chairman 
Raymond Laplante 

Bill Schmitke 

Tom Graham 
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Welfare Committee Formed 


Animal Welfare issues have sparked strong and 
varied reactions in Canada. 

The “orchestrated” campaign by the “Animal Rights 
Movement” against various human uses of animals (i.e. 
food, fibre, research, sports and entertainment) has 
forced the farming community to enter into the debate 
to correct misinformation regarding present day 
livestock practices. 

The egg industry has a great deal to be proud of. The 
industry continues to produce an abundance of high 
quality, reasonably-priced food for an expanding global 
population. 


Animal Welfare Committee 


gg A 


To accomplish this, it has been necessary to adopt 
intensive methods of animal husbandry. 

Believing a good source of abundant, high-quality 
food was what concerned consumers the most, farm- 
ers have not kept people abreast of current husbandry 
practices. 

The egg industry has watched, with growing concern, 
the activity of the animal rights movement in Europe. 

Where will the legislative activity leave the Europe- 
an industry? It’s assumed that it cannot happen in Cana- 
da. Is this the case? 

Legislation was passed in Canada in 1987 ending the 
seal hunt off our east coast. It is the end of an industry 
that is older than Canadian agriculture. It can happen 
here. 

The question now is “what are we going to do to as- 
sure ourselves that we will control our own destiny?” 

The Canadian Egg Producers Council and CEMA 
took the first step this year when they created a joint 
Animal Welfare Committee. 

The Committee has proposed a multi-faceted pro- 
gram that will help the egg industry meet the challenge 
of the animal rights movement. 

- Some elements of this program include; 

e The Committee would like to see industry’s views 
of animal welfare integrated into agricultural programs 
destined for Canada’s schools. 

e The Committee has asked each provincial egg 
board to encourage the creation of an all-commodity 
animal welfare committee in each province. 

¢ The Committee has called on government and 
manufacturers to encourage the consideration of the de- 
veloped Code of Practice in the production of cages and 
other equipment. 

The implementation and success of this program will 
require a long-term commitment by producers, and we 
look forward to enthusiastic producer participation. 


Committee Members: 
Jim Johnstone, Chairman 
Stan Steen 

Bill Schmitke 


— CANADIAN TABLE EGG DISAPPEARANCE REPORT — 


WEEK GRADINGS 


1987 (AGCAN) 
1 474,251 
Zz 504, 134 
3 534,008 
4 529,683 
5 507,905 
6 510,027 
i 507,525 
8 499,092 
9 508,902 

10 488,999 
11 494,576 
12 494,601 
13 497,744 
14 502,074 
15 497,112 
16 490,201 
17 478,651 
18 499,728 
19 503,447 
20 507,235 
Zi 499,834 
22 504,184 
23 DIOZ09 
24 SOOM 
25 505,263 
26 502,032 
27 502,095 
28 501,383 
29 507,414 
30 502,819 
Sk 504,578 
SZ 497,449 
38) 490,956 
34 499,529 
Bo 501,569 
36 506,934 
37 488,228 
38 514,186 
238) 479,438 
40 499,895 
41 501,081 
42 492,965 
43 486,852 
44 493,888 
45 496,790 
46 489 628 
47 494,037 
48 505,374 
49 510,437 
50 505,537 
51 518,483 
sy 500,581 
TOT-87 26,061,660 
TOT-86 25,894,625 


NEST 
RUN 


Statistics 


IMPORTS 
(AGCAN) 


359,050 
467,057 


***** CEMA SALES ***** 
EXPORTS COMBINED DISAPPEAR. 


TABLE 


*** Figures are in Boxes of 15 Dozen) 


1,600 
200 

0 

804 
908 
875 
528 
102 


89,610 
124,654 


NOTE: SURPLUS FIGURES SUBJECT TO REVISION UP TO SIX WEEKS 


SOURCE: CEMA 


BREAKER 


46,073 
45,812 
50,879 
49,739 
45,341 
46,506 
39,282 
32,730 
39,562 
46,684 
42,111 
34,684 
37,889 
42,462 
23,091 
28,123 
72,395 
53,098 
35,749 
36,882 
35,190 
40,690 
42,574 
53,083 
49,072 
51,094 
41,350 
36,869 
37,181 
52,671 
35,479 
36,607 
37,801 
40,764 
44,914 
30,137 
28,526 
35,972 
52,978 
58,414 
33,716 
46,814 
45,924 
68,824 
53,550 
46,585 
48,415 
66,388 
47,404 
45,752 
43,597 
45,588 


2,283,015 
2,267,126 


eee 


37,928 
58,691 
47,949 
47,270 
535219 
48,569 
50,755 
43,053 
41,277 
42,996 
SZRce2 
20,678 
8,274 
11,940 
11,390 
1,416 
3,598 
39,453 
50,118 
42,820 
34,241 
23,756 
28,476 
47,584 
56,190 
ay Sil 
41,615 
53,981 
44,065 
38,131 
34,372 
74S) MING 
25,695 
15,419 
16,369 
28,029 
21,101 
ZABZS2 
5,548 
1,848 
7,212 
4,500 
5) ADS: 
6,511 
7,092 
2,928 
2 IISS; 
3,672 
4,169 
4,320 
11,224 
5,974 


1,373,495 
810,560 


85,601 
104,703 
98,828 
97,813 
99,468 
95,950 
90,565 
75,885 
80,839 
89,680 
74,333 
DO;3072 
46,163 
54,402 
34,481 
30,539 
15-993: 
927651 
85,867 
79,702 
69,911 
67,066 
72,890 
100,667 
105,262 
103,011 
83,515 
92,350 
82,246 
92,307 
73,451 
71,623 
70,596 
57,983 
73,182 
56,746 
56,419 
65,482 
60,026 
66,212 
41,428 
51,314 
56,516 
78,435 
60,642 
oll Liles} 
51,214 
70,060 
52,673 
51,672 
59,821 
51,562 


3,746,120 
3,202,340 


TABLE 


401,101 
402,427 
438,132 
437,090 
414,157 
423,736 
428,010 
431,057 
435,742 
405,823 
428,229 
449 943 
461,213 
455,298 
468,271 
461,866 
405,030 
412,685 
424,765 
432,829 
435,539 
446,174 
471,550 
432,625 
406,945 
405,174 
428,202 
415,201 
432,672 
418,656 
447,211 
448,786 
453,276 
452,866 
445,206 
457,180 
446,136 
467,410 
428,712 
449 204 
478,805 
458,731 
438,516 
449,707 
449 216 
450,032 
450,245 
441,182 
466,085 
467,823 
479,050 
460,971 


22,896,492 
23,283,996 
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ALLOCATIONS AND INVENTORIES 1987 


BRITISH COLUMBIA ALBERTA SASKATCHEWAN MANITOBA 

MONTH ALLOCATION INVENTORY % ALLOCATION INVENTORY % ALLOCATION INVENTORY % ALLOCATION INVENTORY % 

January 2,434,712 2,335,087 95.91 1,503,600 1,438,399 95.66 701,116 F 668,873 95.40 2,324,778 2,214,520 95.26 
February 2,341,354 96.17 1,421,373 94.53 678,345 96.75 2,226,433 95.77 
March 2,349,517 96.50 1,432,504 95.27 672,201 95.88 2,195,791 94.45 
April 2,326,123 95.54 1,434,779 95.42 672,839 95.97 2,227,112 95.80 
May 2,348,884 96.47 1,440,629 95.81 666,541 95.07 2,242,680 96.47 
dune 2,358,142 96.86 1,438,508 95.67 672,511 95.92 2,242,164 96.45 
July 2,345,958 96.35 1,434,702 95.42 668,314 95.32 2,211,877 95.14 
August 2,342,973 96.23 1,415,111 94.11 677,557 96.64 2,219,961 95.49 
September 2,342,408 96.21 1,420,234 94.46 665,520 94.92 2,216,022 95.32 
October 2,347,379 96.41 1,416,042 94.17 667,018 95.14 2,219,110 95.45 
November 2,356,221 96.78 1,429,280 95.06 674,816 96.25 2,234,664 96.12 
December 2,355,281 96.74 1,425,337 94.79 676,158 96.44 2,253,007 96.91 
AVERAGE 2,345,777 96.35 1,428,908 95.03 671,724 95.81 2,225,278 95.72 

ONTARIO QUEBEC NEW BRUNSWICK NOVA SCOTIA 

MONTH ALLOCATION INVENTORY % ALLOCATION INVENTORY % ALLOCATION INVENTORY % ALLOCATION INVENTORY % 

January 7,448,593 7,197,620 96.63 3,228,549 3,015,494 93.40 417,779 394,673 94.47 852,606 808,655 94.85 
February 7,198,561 96.64 3,016,974 93.44 404,743 96.88 791,615 92.85 
March 7,144,059 95.91 2,984,881 92.45 394,644 94.46 798,355 93.64 
April 7,083,408 95.10 3,060,693 94.80 393,606 94.21 798,315 93.63 
May 7,066,636 94.87 3,092,021 95:77 401,871 96.19 780,279 91.52 
dune 7,064,391 94.84 3,094,639 95.85 398,383 95.36 795,837 93.34 
duly 7,034,980 94.45 3,029,718 93.84 395,739 94.72 797,704 93.56 
August 7,051,401 94.67 3,088,543 95.66 383,173 91.72 791,091 92.79 
September 7,071,819 94.94 3,070,567 95.11 385,421 92.25 803,095 94.19 
October 7,056,332 94.73 3,027,524 93.77 397,020 95.03 802,945 94.18 
November 7,137,628 95.83 3,072,339 95.16 389,331 93.19 793,874 93.11 
December 7,081,578 95.07 3,093,286 95.81 388,362 92.96 810,284 95.04 
AVERAGE 7,099,034 95.31 3,053,890 94.59 393,914 94.29 797,671 93.56 

PRINCE EDWARD ISLAND NEWFOUNDLAND INVENTORY TOTALS 

MONTH ALLOCATION INVENTORY % ALLOCATION INVENTORY % MONTH 1987 % 1986 % 

January 142,767 139,467 97.69 441,799 401,982 90.99 January 18,614,769 95.48 18,587,289 95.34 
February 138,675 97.13 414,286 93.77 February 18,632,357 95.57 18,540,410 95.10 
March 136,068 95.31 408,347 92.43 March 18,516,358 94.97 18,479,052 94.78 
April 135,984 95.25 411,049 93.04 April 18,543,905 95.12 18,481,021 94.79 
May 136,080 95.32 412,007 93.26 May 18,587,628 95.34 18,540,593 95.10 
June 140,378 98.33 400,816 90.72 June 18,605,767 95.43 18,533,393 95.06 
July 139,318 97.58 410,558 92.93 duly 18,468,863 94.73 18,352,553 94.13 
August 138,279 96.86 402,913 91.20 August 18,511,000 94.95 18,482,669 94.80 
September 137,041 95.99 409,140 92.61 September 18,521,266 95.00 18,439,598 94.58 
October 133,520 93.52 393,977 89.18 October 18,460,868 94.69 18,461,050 94.69 
November 128,855 90.26 383,798 86.87 November 18,600,804 95.41 18,681,895 95.82 
December 140,869 98.67 419,216 94.89 December 18,643,377 95.63 18,672,121 95.77 
AVERAGE 137,045 95.99 405,674 91.82 AVERAGE 18,558,915 95.19 18,520,970 95.00 


* Allocation refers to total quota issuance allowed under the Federal/Provincial agreement. 
Inventory refers to the number of layers of provincial flocks as verified by CEMA Hen Inventory Audits. 
Inventories are based on an average for each month. 


AVERAGE Inventories are based on a 52-week average. 
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ESTIMATED INTERPROVINCIAL MOVEMENT OF TABLE EGGS 
DURING 1987 COMPOSITE REPORT 


70,918 4.417 812 56,934 
133,983 72 
20,279 616,912 116,678 2,492 
859 
6,786 
205 
4 


91,201 750,895 121,095 494,920 1,583,838 | 94,610 7850 59426 ee 
Data in boxes of 15 dozen 


[he above excludes CEMA table export movement 
[he above includes CEMA Surplus Removal of Table Eggs Source: CEMA 


TOTAL SALES 
1987 


BUYERS @ 
SELLERS 


133,081 


134,055 


398,284 1,154,645 


1,583,838 1,584,697 


15,213 


TOTAL PURCHASES 


1987 3,204,719 


CANADIAN CONSUMPTION ESTIMATES 


500 
490 
480 
470 
460 
450 
440 
430 
420 
410 
400 


BOXES OF 15 DOZEN 
(Thousands) 


CEMA WEEKS Source: CEMA 
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Statistics 


WEIGHTED AVERAGE PRODUCER PRICE 
— ALL GRADES -— 


Zz 
i) 
N 
eo) 
QO 
os 
ww 
a. 
7) 
Zz 
iL) 
1S) 
1 8 7 WH is 16 10 ee sk 8 a a 
ml 1987 1986 WEEKS Source: CEMA 


WEIGHTED AVERAGE PRODUCER PRICE ALL GRADES 


(Cents per Dozen) 


| WEEK 1987 1986 WEEK 1987 1986 
i 90.4 AES Zi 88.8 
Z 90-2 90.9 28 O9r9 D1 
3 90.0 91.4 759) 89.3 O18 
4 90.4 Siro 30 89.4 91.8 
S) 908s GEG 31 O9'D O1e7 
6 32.9 9770 SY 89.3 91.4 
fl 90.4 923 er) 89-2 gA18o 
8 90.4 92.4 34 Som O1EZ 
9 90.3 Zao 35 89.4 9079 
10 89.7 93.4 36 89.4 90.3 
iit oS) 93.4 oF Sor5 90.4 
12 89.6 ES) 38 89.5 90 
13 90.1 93°50 Sy) 89.6 90.4 
14 89.9 D003 40 wh) 90.4 
15 88.6 Fok al 41 89.6 92.0 
16 88.4 O29 42 89.6 Oak 
17 88.3 VaR) 43 89:3 O2%2 
18 87.8 92.8 te 89.4 9251 
ie) O7aZ oly, 45 89.4 90.6 
20 Ohe2 91.8 46 SOR 90.4 
Zk 8723 91.6 47 OFFO 90RD 
ZL S/o Oley, 48 89.4 90.4 
Zo 88.9 oh 49 89.4 3959 
24 © 88.9 Ae) 50 89.4 89.8 


SOURCE: Agriculture Canada — Poultry Market Report 
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AVERAGE NUMBER OF LAYERS PER PRODUCER 


1987 1986 1985 1984 1983 1982 1981 1980 1979 1978 1977 


BC Hees Z2 14,937 14,667 14,073 14,470 14,150 135995 14,114 12,701 12,631 10,863 
ALBERTA 6,509 6,426 6,112 6,014 6,201 6,153 DIZ 6,088 5,081 5,308 4,217 
SASK. 8,550 8,248 7,790 7,459 7,342 7,059 7,059 7,043 6,004 6,047 4,425 
MANITOBA 9,646 9,606 AT 9,528 9,836 9,836 9,756 10,176 8,598 97593 1599) 
ONTARIO 10,038 9,501 SII S203 9,812 9,728 9,704 9,380 8,016 8,271 7,007 
QUEBEC 17,082 18,991 18,991 153997, 13,691 13,691 EZ 11,333 9,698 10,634 8,552 
N.B. 17,407 16,711 16,711 16,062 15,527 T5527 WER 14,456 11,770 10,414 9933 
NS} 20,300 19,828 18,535 18,491 16,868 16,868 16,868 17,658 15,201 15,701 12,463 
Pao b 4,605 4,461 4,605 4,605 4,355 4,355 4,107 S992 3,188 3,445 2,243 
NFLD. 13,388 12,272 12,623 WEVA 11,976 11,976 11,976 11,661 10,007 11,674 9,960 
NAT. AVG. 10,978 10,748 10,535 9,871 10,339 10,251 9,895 9,849 8,422 8,806 7,313 


Based on N.F.P.M.C. allocation 
December 30, 1987. 
Source: CEMA 


NO. OF REGISTERED PRODUCERS PER PROVINCE 


1987 1986 1985 1984 1983 1982 1981 1980 1979 1978 1977 
BC 161 163 166 173 177 181 183 190 192 198 218 
ALBERTA 231 234 246 250 254 256 266 273 287 293 326 
SASK. 82 85 90 94 100 104 104 eel 104 116 123 
MANITOBA 241 242 239 244 246 246 248 249 255 245 265 
ONTARIO 742 784 800 805 812 819 821 890 926 938 1,004 
QUEBEC 189 170 170 207 247 247 300 313 S13 311 355 
N.B. 24 JAS 25 26 Ci 27 28 29 33 40 39 
N.S. 42 43 46 46 52 52 52 52 53. 5S 63 
PIES 31 32 Bil 31 33 33 35 36 40 42 48 
NEEDS 338} 36 35 36 3Y/ 37 Si 38 38 38 38 
TOTAL 1,776 1,814 1,848 1,912 1,985 2,002 2,074 2,181 2,241 2,276 2,479 
December 30, 1987. Source: CEMA 
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Nee Statistics 


PROCESSOR PRICE 


CENTS PER DOZEN 
oS 


40 
30 
20 
1 5 9 13 Ii 21 25 29 35 Si 41 45 49 
WEEKS 
EXTRA LARGE ™ MEDIUM gj SMALL Source: CEMA 


ONTARIO PROCESSOR PRICES IN CENTS PER DOZEN 


WEEK — 1987 


* AMENDMENTS — (a) Orderly Market Assessment component changed from 3 to 2 cents per dozen. 
(b) Base Prices — 1 cent to be added for product received in boxes. SOURCE: C.E.M.A. 
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AN Touche Ross 


Canadian Egg 
Marketing Agency 


Financial Statements 
and 
Auditors’ Report 


December 26, 1987 


A Touche Ross 


AUDITORS’ REPORT 


The Minister of Agriculture 
Government of Canada 


The National Farm Products 
Marketing Council 


The Members 
Canadian Egg Marketing Agency 


We have examined the balance sheet of the Surplus Removal Accounts and the Administration Account of 
the Canadian Egg Marketing Agency as at December 26, 1987 and the statement of operations and balance 
of fund of the Surplus Removal Accounts and the Administration Account for the fifty-two week period then 
ended. Our examination was made in accordance with generally accepted auditing standards, and accord- 
ingly included such tests and other procedures as we considered necessary in the circumstances, except as 
outlined in the following paragraph. 


In common with many agricultural products marketing agencies, the Agency derives revenue from levy and 
service fees charged to producers based on marketings. Due to the structure of the egg producers’ levy and 
service fees, our verification of these revenues was limited to the amounts recorded in the accounts of the 
Agency and we were not able to determine whether any adjustments might be necessary to levy and service 
fee income, excess of expenses over revenues, assets and balance of fund. 


In our opinion, except for the effects of any adjustments, if any, which we might have determined to be necessary 
had we been able to satisfy ourselves concerning the completeness of income from levy and service fees referred 
to in the preceding paragraph, these financial statements present fairly the financial position of the Canadian 
Egg Marketing Agency as at December 26, 1987 and the results of its operations for the fifty-two week period 
then ended in accordance with generally accepted accounting principles applied on a basis consistent with 
that of the preceding period. 


Da ae 


February 23, 1988 Chartered Accountants 


Ottawa, Ontario 


CANADIAN EGG MARKETING AGENCY 
BALANCE SHEET AS AT DECEMBER 26, 1987 


Surplus 
Removal 
Accounts 


(Schedule 1) 
ASSETS 
Current 
Cash 
Accounts receivable (Note 3) 
Inventory 


$) 2,958,963 


6,438,599 


3,190,714 
288,922 —_ 


December 26, 
1987 


4A Touche Ross 


December 27, 
1986 


Administration 
Account 


$ 1,740,867 
TNS, GUMe 


L 


$ 4,699,830 
3,906,030 
288,922 


$ 7,698,873 
SOIZZeMl 
457,865 


2,456,183 


8,894,782 


12,149,019 


Fixed 
Computer, equipment and leasehold 
improvements 
Accumulated depreciation and 
amortization 


i oksil IKeil 


(986,504) 


il sisil, Mell 


(986,504) 


1,314,235 


(827,462) 


St 


344,657 


344,657 


$ 6,438,599 


$ 2,800,840 


$ 9,239,439 


486,773 
$12,635,792 


LIABILITIES AND BALANCE OF FUND 
Current 
Accounts payable and accrued 
liabilities 
Balance of fund (Note 4) 


$ 4,201,297 
Zao SIROUZ 


$ 847,829 
I QDSsKOibit 


$ 5,049,126 
4,190,313 


$ 3,777,749 
8,858,043 


$ 6,438,599 


$ 2,800,840 


$ 9,239,439 


$12,635,792 


On behalf of the Agency: 


CANADIAN EGG MARKETING AGENCY 


STATEMENT OF OPERATIONS AND BALANCE OF FUND 
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FOR THE FIFTY-TWO WEEK PERIOD ENDED DECEMBER 26, 1987 


Revenues 
Egg Sales 
Levy, service fees and contributions 
Interest and other income 


Expenses 
Trading operations 

Egg purchases 
Dyeing and storage 
Transportation and handling 
Packaging material 
Provincial agents’ fees 
Interest 
Brokerage, customs and excise 
Other 


Promotion 

Advertising 

Salaries 

Professional fees and consulting 

Meetings and travel 

Office 

Research 

Telephone and telex 

Rent 

Communications 

Per diems 

Other administrative 

Depreciation and amortization 

Uncollectible levy, service fees and 
contributions (recovery) 

Donation of eggs 


Excess of revenues over expenses 
(expenses over revenues) 
Balance of fund, beginning of period 


Balance of fund, end of period 


Surplus 
Removal 
Accounts 


(Schedule II) 
S27 SI, We7 


24,016,087 
816,600 


52,803,844 


December 26, 


1987 
(52 weeks) 


Administration 


Account 


$ = 
6,445,096 
205,324 


6,650,420 


54,401,764 
589,379 
157362573 
58,222 
200,076 
110,921 
9,406 

WAL erst 


SM MI ISYZ 


(339,898) 
174,971 


56,953,065 


(4,149,221) 
6,386,523 


1,412,676 
1,892,000 
1,449,597 
459,038 
640,786 
274,497 
OO/,200 
119,478 
127,447 
97,486 
192,475 
92,176 
159,043 


(115,047) 


$27,971 157 
30,461,183 
1,021,924 


December 27, 


1986 


(52 weeks) 


$30,302,415 
3059205223 
968,478 


59,454,264 


OZ AO TEIEG 


54,401,764 
589,379 
730,973 
DoEZZZ 
200,076 
110,921 
9,406 

IDL @syil 


47,811,714 
509,046 
1,275,699 
105,789 
190,537 
380,848 


Sy O'Ss7/ 


Bibs 2 
1,412,676 
1,892,000 
1,449 597 

459,038 
640,786 
274,497 
SOUR 
119,478 
127,447 

97,486 
192,475 

O2eLG 
159,043 


(454,945) 
174,971 


50,278,670 
1,062,680 
1,845,007 
1,436,694 

310,412 
625,358 
277,202 
529,635 
144,233 
124,278 

25, 8oul 
L73;975 

9157 
219,467 


(415,063) 
168,216 


7,168,929 


64,121,994 


56,967 ,882 


(518,509) 
2,471,520 


(4,667,730) 
8,858,043 


O52,251 502 


$1,953,011 


$ 4,190,313 


D2Za,2o4 
3,634,809 


$ 8,858,043 


4N Touche Ross 


CANADIAN EGG MARKETING AGENCY 
NOTES TO FINANCIAL STATEMENTS 
DECEMBER 26, 1987 


1. Activities of the Agency 


Formation of the Agency 

The Canadian Egg Marketing Agency was established to ensure the orderly marketing of eggs in Canada. 
Levy and service fees 

The provincial egg marketing boards have agreed to act as agents of the Agency for the collection, control and 
remittance of the levy imposed by the Agency. Further amounts are paid to the Agency by the provincial boards 
to finance the national product removal system pursuant to the supplementary federal-provincial agreement and, 
in the case of Quebec and Alberta, through service fees payable pursuant to a commercial contract. 
Removal activities 

The Agency purchases, at specified buy-back prices, all eggs that meet Agency specifications that have been declared 
by the provincial boards as excess to their table market requirements. 


. Significant accounting policies 


a) Basis of accounting 
Four funds have been established. The product removal levy, service fees and contributions are allocated to the 
Domestic Account, Export Account and Producer/Processor Account. All transactions involving the buying and 
selling of declared eggs are recorded in the Domestic Account and Producer/Processor Account for domestic 
sales of product and the Export Account for export sales of product excess to the domestic requirement. The 
administration levy and service fees and all administration expenses are recorded in the Administration Account. 
Inventory 
Inventory of shell eggs is valued at the lower of cost and net realizable value. Shell eggs consist of eggs declared 
to the Agency but unsold at the end of the period. All shell eggs were sold subsequent to the end of the period. 
Fixed assets 
Fixed assets are recorded at cost. Depreciation and amortization of fixed assets are calculated using the straight- 
line method over their anticipated useful lives as follows: 


Office equipment 10 years 
Computer 5 years 
Leasehold improvements over term of lease 


4N Touche Ross 


Canadian Egg Marketing Agency 
Notes to financial statements 
December 26, 1987 


3. Accounts receivable 
Accounts receivable consist of the following: 


December 27, 
1986 


December 26, 
1987 


Surplus 
Removal 


Levy, service fees and 
contributions net of 


Administration 


allowances for Accounts Account Total Total 

uncollectible amounts 

of $1,809,644 

(1986 — $2,265,000) $) 2,019) 772 $ 569,683 $ 2,589,455 $ 2,776,885 
Egg sales 1599292 = 1,159,292 1,094,277 
Other 11,650 145,633 We ASS 121,119 


SHS, 992,26 


$ 3,190,714 S 1715316 $ 3,906,030 


4. Balance of fund 
The balance of fund includes the balance of fund of the Producer/Processor Account of $3,302,168 (1986 — $1,672,012) which 


is comprised of the following: 
1987 
$ 636,000 
2,666,168 


$3,302,168 


Processor contributions 
Producer contributions 


$ 250,000 
1,422,012 


$ 1,672,012 


5. Inter-account transfers 

At December 26, 1987, the Agency had not received all the documentation needed to substantiate that a portion 
of the sales reflected in the Export Account were in fact export sales. Should it be established that these were sales 
for the domestic market, the net cost of these sales transactions will be charged to the Domestic Account. At December 
26, 1987, the maximum contingent liability of the Domestic Account to the Export Account related to these sales 
amounted to approximately $5,416,000. 

During the period, the Agency established that a portion of the sales previously reflected in the Export Account were 
sales for the domestic market. The net cost of these sales which amounted to $830,043 (1986 — $372,719) was 
transferred to the Domestic Account from the Export Account. 


6. Commitments 
The Agency is committed under the terms of operating lease contracts for the rental of premises in the aggregate amount 
of $248,730 and for each of the next three years as follows: 


1988 $ 99,492 
1989 99,492 
1990 49,746 


$248,730 


7. Financial statement approval 
These financial statements were approved by the Audit Committee of the Agency on February 23, 1988. 


A Touche Ross 


CANADIAN EGG MARKETING AGENCY SCHEDULE I 
SURPLUS REMOVAL ACCOUNTS 
BALANCE SHEET AS AT DECEMBER 26, 1987 


December 27, 
1986 


Total 


December 26, 1987 


Total 


Producer / Surplus Surplus 
Domestic Export Processor Removal Removal 
Account Account Account Accounts Accounts 


ASSETS 
Current 
Cash O 223,333 || SATs $2,958,963 $6,304,941 
Accounts receivable 2,595,296 595,418 3,190,714 3,309 804 
Inventory DET TINGS 61,208 288,922 457,865 
Inter-account receivable (payable) 7 208,947) (93,221) 3,302,168 (1,048,042) 


$9,024,568 


(162 | $ (162,599) | | $3,299,030 | 299,030 | $3,302,168 | 302,168 | $6,438,599 | 438,599 


LIABILITIES AND BALANCE OF FUND 
Current 
Accounts payable and accrued 
liabilities 
Balance of fund 


$2,420,716 | $1,780,581 | $ $4,201,297 $2,638,045 
(2,583,315) 1,518,449 3), 302, 168 4b 331) 2 0VZ 6,386,523 


(162,599) $3,299,030 | $3,302,168 | $6,438,599 $9,024,568 


On behalf of the Agency: 


Ot een ing eee ram ly ae aia SE eric ame oy Director 


Director 
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CANADIAN EGG MARKETING AGENCY 


4\ Touche Ross 


SCHEDULE I 


SURPLUS REMOVAL ACCOUNTS 
STATEMENT OF OPERATIONS AND BALANCE OF FUND 
FOR THE FIFTY-TWO WEEK PERIOD ENDED DECEMBER 26, 1987 


Revenues 
Egg Sales 
Levy, service fees and contributions 
Interest and other income 
Inter-account transfers (Note 5) 


Expenses 
Trading Operations 

Egg purchases 
Dyeing and storage 
Transportation and handling 
Packaging material 
Provincial agents’ fees 
Interest 
Brokerage, customs and excise 
Other 


Uncollectible levy, service fees and 
contributions (recovery) 
Donation of eggs 


Excess of revenues over expenses 
(expenses over revenues) 
Balance of fund, beginning of period 


Balance of fund, end of period 
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December 26, 1987 
(52 weeks) 


34,341,922 | 16,831,766 1,630,156 | 52,803,844 


Go, S1S51383 (2151395882 


(1,471,261)| (4,308,116) 1,630,156 (4,149,221 5,432,436 
1,112,054) 5,826,565 OZ. OZ 6,386,523 954,087 
? ) ’ 


2,583,315)| $ 1,518,449 | $ 3,302,168 | $ 2,237,302 


December 27, 


1986 
(52 weeks) 
Total Total 
Producer / Surplus Surplus 
Domestic Export Processor Removal Removal 
Account Account Account Accounts Accounts 
$19,280,466 | $ 8,690,691 | $ == $27,971,157 | $30,302,415 
15,038,562 6,710,589 2,266,936 | 24,016,087 24,532,165 
216,157 600,443 = 816,600 740,703 
(193,263) 830,043 (636,780) -- — 


DO, 075,200 


34,030,238 | 20,371,526 54,401,764 47,811,714 

426,589 162,790 Ne). OIE) 509,046 

1,349 889 386,684 ES 730,079 1270;699 

58,222 58,222 105,789 

116,922 200,076 1907537. 

11,414 110,921 380,848 
9,406 — 


9,667 5,037 


36,002,941 | 21,115,051 571115992 50,278,670 
(260,002) (79,896) 
70,244 168,216 


56,953,065 


50,142,847 


(339,898) (304,039) 
; ) 


$ 6,386,523 
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Canadian Egg Marketing Agency 
16th Annual Report 


Canadian Egg — 
Marketing Agency 


“The Canadian Egg Meche hoe is 
a statutory corporation established by pro- 
clamation of the Governor General in Coun- 
~ cilon Dec. 12, 1972. The agency is charged 
under federal legislation and a federal- 
provincial agreement to: 
- set the farmgate price of eggs; 
- regulate national egg supplies; 
- remove surplus eggs from the domestic 
market; and : 
- - encourage ‘consumption. 
These powers are exercised in conjunc- 
tion with ten provincial egg Marans 
boards. 
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1988 Board of Directors 


1988 Board of Directors of the Canadian Egg Marketing Agency. Back row, left to right: Gerry Gartner (General 
Manager), Scott Simmons (Nfld.), George McMillan (Alta.), Raymond Laplante (Que.), Fred Krahn (B.C.), Alex 
Craig (Ont.), Arnold McLeod (alternate, N.B.), Bill Schmitke (Man.). Front row, left to right: Carol Teichrob 


(Sask.), Stan Steen (Chairman), Don Newcombe (N.S.), Bert Haneveld (P.E.I.). 


CEMA Faced Many Challenges in 1988 


It has been an honour and a privilege to serve as Chair- 
man of the Canadian Egg Marketing Agency for the past 
three and a half years. On August 8, 1989 I will have com- 
pleted my second two year term. 

The past year has been exciting for the Canadian Egg 
Marketing Agency. We faced many new challenges. With 
each, directors and management have attempted to con- 
vert threats into opportunities for consumers and pro- 
ducers. 

These challenges include the Canada-US. Free Trade 
Agreement, the Uruguay Round of GATT, the Liaison 
Committee, supply and demand balances, interprovincial 
movement of product, amendment to our federal- 
provincial agreement and our export system. 

At year’s end, the Parliament of Canada finally passed 
legislation setting in place the Free Trade Agreement. 

Egg producers have had serious worries over the im- 
pact of this accord for several years. The Agency has taken 
these concerns to government through meetings, cor- 
respondence and testimony before the Senate this summer. 

I can report that the government response has been most 
encouraging. 

We have been told by Ministers that nothing in the ac- 
cord will be allowed to undermine the operations of our 
surplus removal system, or the high standards Canada 
maintains to ensure for consumers the safety of our 
product. 

A critical issue which remains to be solved is the disposi- 
tion of the new global import permits allowed under the 
Free Trade Agreement. 

CEMA is a member of an advisory committee established 
by the federal Minister of Trade to deal with this alloca- 
tion. The Agency holds the view that these imports must 
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be allocated into markets of need at times of the year when 
the product is needed. 

Another set of trade negotiations has also been at the 
forefront of Agency concerns during 1988. 

For the past two years Canada has been involved in the 
Uruguay Round of GATT negotiations. With the emphasis 
this Round is placing on the integration of agriculture into 
the mainstream of GATT rules, all Canadian farmers have 
much to lose and much to gain. 

During 1988, the Agency advanced its concerns in these 
talks to farm groups in Canada, producer groups in other 
countries, federal and provincial officials and Ministers. 

CEMA’s position on this Round is pragmatic and realistic. 
It is our view that the talks must lead to improvements 
which allow individual countries to employ a variety of farm 
policies, including supply management, which do not 
distort trade flows. 

If the root problem in agricultural trade is supply and 
demand imbalances, and the harmful employment of 
government subsidies to dispose of surpluses, then the suc- 
cess of the Uruguay Round must be measured by how the 
new rules solve this problem. It is naive to expect the com- 
plete liberalization of trade regimes in agriculture within the 
current round of GATT. 

The challenge our industry faces in the area of interna- 
tional trade will be with the Agency until the GATT round 
is completed. 

Meanwhile, CEMA faced many challenges on the 
domestic front. 

The Agency continued to work with the National Farm 
Products Marketing Council through the Liaison Commit- 
tee. This group has been very successful. For example, 
during 1988 it was agreed that consumers of product 
should bear the cost of the product when it is consumed 
domestically. 

As the reader will see in other parts of this report, market 
conditions did not improve during 1988. In August, the 
Board of Directors were forced to cut supply levels effec- 
tive January 1. At years end it became evident that fur- 
ther cuts and improvements in levies were needed to 
restore Agency finances. 

During 1984, Signatories to the Federal-Provincial 
Agreement approved an amendment which increased the 
level of quota utilization in each province. Once a province 
exceeded this level, penalty provisions of the agreement 
came into force. 

Unfortunately, final signatures on this anendment were 
never gathered. This final step is expected during the ear- 
ly part of 1989. 

In coming years the Agency will face many other 
challenges. Some means have to be found to improve our 
export system. Part of the answer will probably be found 
in improved interprovincial and intraprovincial movement 
of eggs. 

As Directors look at this and the other challenges com- 
ing, they will have to constantly balance the legitimate con- 
cerns of their province and region, with the overwhelming 
need for national responses and strategies which benefit 
producers and consumers. 

Perhaps more than anything, this balance is the ultimate 
challenge. 
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CEMA General Manager - Gerry Gartner 


The Canadian Egg Marketing Agency (CEMA) is no 
stranger to troubled waters. The Agency has, in the past, 
learned to deal with adversity. And in 1988, CEMA pull- 
ed up anchor and sailed into stormy seas to face new 
challenges. 

CEMA faced severe pressures in 1988. 

Interprovincial movement, imports, free trade, GATT 
and our surplus problems are just some of the issues that 
were prominent. 

Movement of product between provinces is necessary. 
Population shifts and a change in consumer preference in 
different regions has made CEMA stand up and take 
notice. 

For example, the province of Ontario with a steadily 
growing population and a consumer preference for large 
eggs needs interprovincial movement of eggs to supply that 
market. 

Saskatchewan is a province that demonstrates the need 
for movement within a province. With an egg surplus in 
Saskatoon and.a deficit in Regina, intraprovincial move- 
ment in this province is essential. 

Pricing and freight differentials between Saskatchewan 
and Manitoba have allowed for Manitoba eggs to be grad- 


ed in Regina while the Saskatoon production goes into the 
surplus pool. Things like this must stop. 

And to complicate matters even more, the free trade 
agreement - which will be discussed later in this report - 
provides for an increased flow of global imports of 400,000 
boxes. 

If these extra imports end up in areas of need, when 
needed, the extra flow will not hurt us. 

I can’t emphasize this point enough - we must ensure 
product is imported when and where it’s needed. 

In 1988 CEMA spent a tremendous amount of time 
dealing with trade matters - both bilateral and multilateral. 
The free trade agreement has been signed, sealed and 
delivered. Now we must live with it. 

The free trade agreement affects egg producers in four 
different areas; harmonized standards, tariff elimination, 
allocation of new global imports and access to the U.S. 
market. 

The government worked with our industry to resolve our 
problem with harmonized standards and tariff elimination. 
The Minister of Agriculture guaranteed these two issues 
will not be allowed to undermine the operations of the 
Canadian Egg Marketing Agency. 

The agreement provides greater American access to the 
Canadian market by increasing Canadian global import 
quotas of egg and egg products. 

The new globals amount to about six million dozen U.S. 
eggs to be sold in the Canadian market. 

We cannot allow these extra eags to be indiscriminately 
dumped on our markets. Volume of this size has the poten- 
tial to disrupt the balance between supply and domestic 
demand. It could also undermine our surplus removal pro- 
gram and reduce egg producers’ incomes. Certainly, if the 
Department of External Affairs fails to allocate these global 
import permits judiciously, consumers could end up pay- 
ing too much for their eggs. 

The damage could be controlled if the new globals are 
channelled to markets where and when the product is 
needed most. That would mean allocating the globals in 
a planned, rational manner, ensuring the bulk of new 
globals enter during peak demand periods in place of sup- 
plemental requests. 

The last concern the agency has with the agreement has 
to do with our access to the U.S. market - or more 
specifically, with article 701.3 of the agreement. 

The government continues to assure us that we are not 
a public entity under article 701.3 of the FTA. They have 
further signalled their readiness to defend us if the United 
States government decides to bring the issue in front of 
a dispute settlement panel. 

CEMA also continues to work to ensure our interests 
are protected at the General Agreement on Tariff and 
Trade talks. 

CEMA believes the root problem with world agricultural 
trade today is excess stocks and export subsidies. Measures 
should be taken to address these problems and not other 


factors that in no way distort trade. 

The Canadian Egg Marketing Agency holds that Article 
XI of GATT should be maintained and indeed 
strengthened. 

The problem is that processed and frozen consumer food 
products, such as frozen breakfast entrees that have gain- 
ed greater market share in recent years, are direct 
substitutes for our fresh, perishable, primary product. These 
new products can easily throw our supply management 
system out of whack. 

We need to clarify once and for all which products we 
can control at the border. 

Secondly, CEMA rejects the producer subsidy 
equivalent, or PSE, on the grounds that it is a fatally-flawed 
negotiating device. We feel it unfairly penalizes produc- 
tion control measures that in no way disrupt world trade. 

CEMA opposes decoupling or any move toward direct 
income transfer payments to producers at the expense of 
supply management. 

Finally, CEMA supports efforts to ensure that standards 
do not act as hidden barriers to trade. 

We must remember what happened to the FTA. Don’t 
let the same happen at GATT. We need more provincial 
and producer involvement. 

But as we move through 1988, we must remember our 
industry at home. Problems surfaced in Canada that were 
troublesome. 

Throughout 1988, our table egg sales continued to 
stagnate. Low consumption coupled with increased pro- 
ductivity forced surplus to swell. 

We were left with too much surplus. In fact, even the 
anticipated Christmas demand push did not happen. This 
drained Agency coffers and nearly brought our surplus 
removal program to a grinding halt. 

Several steps were taken last year to alleviate the pro- 
blem. Last July, the CEMA Board of Directors agreed to 
a quota cut of two per cent. But production continued to 
increase and surplus levels were still too high. From July 
1988 to December 1988, surplus climbed more than 12 
per cent over the same period in 1987. 

It was obvious the quota cut was not going to be enough. 
Last fall, our financial position took a turn for the worse. 
Our surplus position did not improve and agency borrow- 
ings continued to increase. At year-end 1988, CEMA was 
left in a deficit position and surplus was at all-time highs. 

The Agency will take further action in 1989. 

I believe it is time to look at what supply management 
has done for Canada’s egg producers as well as graders 
and processors. What our Agency has done over the last 
15 years is establish stability. 

We have a system envied by countries abroad. We’ve 
preserved the family farm. Producers incomes today are 
at levels comparable to any in Canadian agriculture. 

Producers receive their costs plus a reasonable return 
on investment. And most importantly, we ensure con- 
sumers receive a fairly-priced, high-quality product. 


General Manager’s Report 


Our system should be appreciated more by producers. 
I’m sure Canada’s egg producers don’t want the same situa- 
tion as in the United States. 

In recent months, the U.S. industry has estimated that 
American egg producers are earning seven cents a dozen 
less than costs. 

In the last 18 months, American producers have lost 75 
per cent of their equity. Three hundred egg farmers in the 
U.S. have closed in the last half of 1988. 

Vertical integration is the norm in the U.S. Two U.S. 
companies alone own more layers than all of us here in 
Canada 

I think it’s time now for Canadian egg producers to stand 
and give a little back to this system. We’ve all reaped the 
benefits together, so together let’s bail ourselves out of our 
current financial difficulties. 

In fact, this experience has pinpointed our weak spots 
and will force us to be more creative. It has forced us to 
really examine ourselves - to analyse how we do what we 
do. 

It has jolted us out of complacency. And | think that’s 
good. Everybody needs that from time to time. This exer- 
cise has given us a better perspective of our operations. 
We can no longer take things for granted. We must con- 
tinue to realize that. And now it is time we did something 
about it. 

While we solve our current problems, let’s not forget our 
long-term strategies. 

It’s obvious our problems occurred for a number of tell- 
ing reasons. However, it is also obvious that the tastes and 
preferences of Canada’s egg consumers have changed. 
There has been a shift of demand for eggs and egg pro- 
ducts. That is certainly reflected in the numbers. Processor 
demand grows while table demand slows. 

We must learn how to adapt to this new market reality 
and perhaps gear our marketing strategy in that direction. 

It is also important in the future to maintain the integrity 
of our system. We must ensure that we meet and face any 
external pressures and threats such as the trade issues. 

We must also always be aware of what the consumer 
wants. Maybe the lower consumption levels are a message 
to us all. It might be time to stand up and take notice. Why 
is our product not selling like it used to? 

Perhaps as I explained earlier, we have become too com- 
placent. This downslide may be just what we needed to 
get us going again. And | have no doubts we'll respond 
to that challenge. We always have in the past. 

I feel with the help and hard work of those within the 
industry, we'll overéome this situation and continue to of- 
fer a stable and healthy Canadian egg industry as we have 
in the past. 

I'd like to take this opportunity to thank CEMA manage- 
ment, staff, directors and provincial boards. Even though 
I came in half way through the year, my transistion as 
CEMA General Manager was a smooth one thanks to a 
cooperative staff and management. 
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In 1988, the Board of Directors moved to stem the ris- 
ing tide of surplus product in the system. In July, the Board 
approved a two per cent quota cut, effective January 1989. 
The following month, the Board decided to increase the 
producer levy by one cent. 

To further alleviate the surplus problem, a downtime pro- 
gram was implemented during the year. In the program, 
selected producers removed flocks one or two weeks before 
their regularly scheduled turnover, thus reducing produc- 
tion. To cover fixed costs, the producers who participated 
in the program received compensation for the duration of 
the removal time. 


Consumer Levy Increased 

To bolster CEMA’s financial position, the consumer levy 
was increased. The Liaison Committee, which is made up 
of members from the Naticnal Farm Products Marketing 
Council (NFPMC) and from CEMA, removed the 3 1/2 
cent cap on the consumer levy that was put into place in 
1986. The levy was increased to five cents, effective 
January 1989. 

A problem related to the surplus situation was inter- 
provincial movement of product. Council decided in 1988 
that freight costs, which had been partly funded by the con- 
sumer levy, will now be funded by the producer levy. 

CEMA’s surplus removal program was also involuntari- 
ly pushed into the spotlight in 1988 by the Canada-U.S. 
Free Trade Agreement, which was ratified in December. 
The Board approved a number of actions designed to 
reduce the risk. The federal government gave CEMA 
assurances that it would defend the Agency if the case was 
brought before a dispute settlement panel. 


GATT Important 

In addition, the Board of Directors, mindful of the crucial 
role the General Agreement on Tariffs and Trade (GATT) 
plays in the operation of supply management in Canada, 
directed staff to take the necessary steps to protect the 
Agency’s interests at the Uruguay Round of Multinational 
Trade Negotiations currently underway in Geneva. The 
Directors also encouraged all producers to join in the effort. 

The legality of import controls, which constitute the foun- 
dation of supply management in Canada, depends on 
special provisions contained in Article XI of the GATT. If 
these provisions are lost, supply management in Canada 
is lost. 


A New General Manager Is Chosen 

In March, Gib Shouldice announced that he was resign- 
ing as CEMA’s General Manager, effective in August. Dur- 
ing the summer months the Board of Directors looked at 
a number of candidates to replace him. In August. the 
Board was pleased to announce its choice for the new 
General Manager - Mr. Gerry Gartner. 

Mr. Gartner brings with him an extensive background 
in agriculture. He was Manitoba’s Deputy Minister of 
Agriculture from 1983 to January 1988. From 1979 to 
1982, Mr. Gartner held the same position in the Saskat- 
chewan government. 

Mr. Gartner has more than 25 years experience in 
agriculture and has also been the Director of some crown 
corporation boards. 

He is originally from Saskatchewan where he grew up 
on a livestock farm. He graduated from the University of 
Wisconsin in 1970 with a PhD in Agricultural Economics. 
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Fred Krahn British Columbia George McMillan Alberta Bert Haneveld Prince Edward Island 


Don Newcombe Nova Scotia Helen Tymoczko Director-at-Large 


Market Price 


Summer Drought Effects Egg Prices 


Egg prices increased substantially in 1988 because 
of higher feed costs following the summer drought. 

The farm-gate prices for Grade A Large eggs at 
year’s end were 13 to 17 cents higher than they were 
at the beginning of the year. 

CEMA sets the farm-gate price for eggs at the 
beginning of each month using a cost of production 
formula. The formula ensures producers receive their 
cost of production plus a reasonable return. The 
prices are reported in advance to the National Farm 
Products Marketing Council. 

In 1988, the national weighted average cost of 
producing a dozen Grade A Large eggs in Canada 
was 102.74 cents, up five cents from the 1987 
average of 97.70 cents. Except for feed, production 
costs fluctuated normally: labor costs increased 
marginally and pullet costs declined slightly. 

Feed costs were primarily responsible for the 
higher average costs. For example, in 1988 an On- 
tario producer paid an average 39.92 cents for feed 
to produce one dozen large eggs. In 1987, the same 
producer paid only 34.54 cents. 

The drought was also responsible for the substan- 
tially higher prices processors paid for eggs during 
the year. The Canadian processor price, which is 
pegged to the U.S. midwest breaking stock price, was 
strongly influenced by higher U.S. feed costs. 

For instance, the U.S. midwest breaking stock 
price stayed below 50 cents (Canadian) during the 
first half of the year. During the summer, the 
drought’s effect on feed prices sent breaking stock 
prices soaring as high as 69 cents. By year’s end, 
the price had settled in the 60 to 65 cent range. 
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More Produced with Fewer Layers 


In 1988, productivity gains offset reductions in the 
national laying flock, resulting in a net increase in na- 
tional output. With 89,000 fewer birds, over 119,000 
more boxes were produced during the year - or near- 
ly half a percent more than the previous year. 

Total domestic production grew from 27.48 
million boxes in 1987 to 27.6 million boxes in 1988. 
Meanwhile, the national laying flock went from 18.55 
million birds to 18.47 million birds. 

The slow historical trend towards a more concen- 
trated industry continued in 1988. The 42 registered 
producers that left the industry in 1988 - the total 
number of registered producers stood at 1,734 at 
year’s end - did not affect overall production levels. 

Accordingly, average regulated flock sizes increas- 
ed for the fourth consecutive year. The average 
regulated flock size in 1988 was 11,244 birds per pro- 
ducer compared with 10,978 birds in 1987. Pro- 
ducers in Nova Scotia, New Brunswick, Quebec and 
British Columbia had, on average, flocks of over 
15,000 layers. 

The increases in national production came prin- 
cipally in production of Grade A Large and Extra- 
large eggs. Production of Grade A Large eggs, which 
accounted for 50 per cent of the 26.1 million boxes 
of Grade A product, increased by 0.4 per cent in 
1988. Production of Grade A Extra-large eggs, which 
accounted for 18.4 per cent of total Grade A pro- 
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British Columbia 


Alberta 2200 2249 -2.2 
Saskatchewan 1006 1099 -8.5 
Manitoba 2913 3014 -3.4 
Ontario 8899 9268 -4.0 
Quebec 3079 3125 -1.5 
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Canada 


**Excludes the effect of interprovincial movements and imports of started pullets. 


SOURCE: Agriculture Canada (Poultry Market Report) 
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duct, increased by almost a full percentage point in 
the same period. 

Production of Grade A Medium and Small eggs 
declined by 0.4 per cent and 2.4 per cent respec- 
tively. As well, production of peewee, Grade B and 
C eggs declined by almost 23,500 boxes to settle at 
about 1.26 million boxes. 

National egg production increased despite lower 
production levels in six of the 10 provinces. Produc- 
tion was up only in British Columbia, Saskatchewan, 
Manitoba, and Newfoundland. In British Columbia, 
nest-run increased by 91,000 boxes, reducing the 
volume of eggs graded. 

In Ontario, where almost 41 per cent of all Cana- 
dian eggs are produced, production was stable at 
about 11.2 million boxes. Quebec saw production 
decline by some 16,000 boxes out of a total of over 
4.5 million boxes. 

Canadian supplies of Grade A product are also 
supplemented by imports every year. In 1988, im- 
ports amounted to just under 300,000 boxes - or 
about 1.1 per cent of the national supply of Grade 
A product in Canada. This represented a 16.7 per- 
cent decline from the 359,000 boxes imported in 
1987. 

Large eggs, which represent 65 per cent of the im- 
ports, accounted for most of the drop. Imports of 
large eggs went from 251,000 boxes in 1987 to 
194,000 boxes in 1988. Imports of medium eggs 
went up slightly to 91,600 boxes - a gain of some 
2,700 boxes from a year earlier. 


SOURCE OF GRADE ‘A’ SUPPLY 


® imports (1.1%) 


_] DOMESTIC PRODUCTION (98.9%) 


Market Demand 


Table Demand Drops for 
Second Year in a Row 


For the second year in a row, Canadians consum- 
ed 1.7 per cent less eggs than in the previous year. 
Demand fell by 400,000, down from 22.9 million 
boxes in 1987 to 22.5 million boxes in 1988. In the 
last two years, consumption has dropped by almost 
800,000 boxes. 

Table disappearance of Grade A Large eggs, 
which accounted for nearly 55 per cent of all table 
disappearance, was responsible for most of the 
decline in 1988. Consumption of Grade A Large 
egas fell 2.7 per cent, a loss of 340,000 boxes from 
the previous year. 

Sales to breakers, however, increased significant- 
ly. Sales climbed to 2.7 million boxes - a gain of 19 
per cent, or over 435,000 boxes, from 1987. 
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PROVINCIAL GRADINGS 
(1987 VS 1988) 


Bie 


ALTA. 


SASK. 


MAN. 


ONT. 


QUE: 


N.B. 


N.S. 


Pare le 


NFLD. 


BOXES OF 15 DOZEN 
(Millions) 


Exports Up Slightly 


A little under 4.2 million boxes were declared 
surplus in 1988, a 13.6 per cent increase from 1987. 
Grade A Large and Medium eggs accounted for 72.8 
per cent of the total figure. 

Surplus will often result from fluctuations in egg 
demand throughout the year. In fact, some surplus 
is necessary if CEMA is to ensure a ready supply of 
Canadian eggs, whether it is for high demand periods 
or for regions of the country experiencing temporary 
shortages. 

Of the 4.2 million boxes of surplus in 1988, 33 
per cent went to export breaker sales. These rose 
3.37 per cent in 1988 - a marked decrease from 
1987, when exports rose nearly 54 per cent. Breaker 
exports amounted to 1.42 million boxes in 1988, up 
from 1.37 million boxes in 1987. 

The cost of exporting surplus eggs is borne by 
Canadian egg producers. The cost is in no way 
reflected in the retail price consumers pay for eggs. 


BOXES OF 15 DOZEN 


(Millions) 


SALES FOR EXPORT 
(1986, 1987, 1988) 


1986 


Market Surplus - 


1987 


1988 
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Trade Committee 


Committee Dealt with Pressures of FTA 
and GATT 


The continued effective operation of our supply 
management program relies on import controls sanc- 
tioned by Article XI of the General Agreement on 
Tariffs and Trade (GATT). Without these controls, 
supply management in Canada would collapse. 

In recent years, there have been increasing 
pressures to rid the GATT of the special provisions 
made for supply management. 

For example, there was concern the Canada-U.S. 
Free Trade Agreement (FTA) would override 
Canada’s supply management’s rights under the 
GATT. Even more worrisome for the future, there 
is no guarantee those rights will not be struck from 
the GATT when the Uruguay Round of multilateral 
trade negotiations winds down in 1990. 

On January 28, 1988, the CEMA Board of Direc- 
tors set up a special committee to address these 
critical issues. 


FTA PROGRAM 

When the text of the FTA became public late in 
1987, CEMA identified four principal areas of con- 
cern. They were: 

e the provisions for the harmonization of standards; 
e the gradual elimination of the import tariff on shell 
eggs; 

®o the increased global import quotas of eggs and > 
egg products; and 

e the wording of Article 701.3 prohibiting below-cost 
sales for export by ’public entities’. The federal 
government dealt with the first and second issues to 
our satisfaction. We are continuing to press for results 
on the last two problems. 

For example, CEMA sits on a government ad- 
visory group that will determine where the new im- 
port quotas will go. CEMA’s underlying principle is 
that the globals go to the markets that need the pro- 
duct when the product is needed. 

The other unresolved issue is Article 701.3 of the 
FTA. We are very concerned about the prospect of 
dispute settlement under the new FTA rules. The fate 
of the industry will rest with an untested dispute panel 
that lacks a body of legal precedent upon which to 
base its findings. 

To deal with this difficult problem, the Trade Com- 
mittee developed a plan of action. 

The first part of the plan, an extensive lobby ef- 
fort designed to exclude CEMA from any definition 
of ‘public entity’ under the FTA, proved unsuccessful. 
Even one of Ottawa’s top lobbying firms, Public Af- 
fairs International, could not get the government to 
cooperate with us on this issue. 

Meanwhile, the Trade Committee was preparing 
a fallback plan. As early as July, 1988, our legal 
counsel outlined several options to bring CEMA’s 
surplus removal operations in compliance with Arti- 
cle 701.3 of the FTA. 

With the failure of the lobby effort and with the 
inevitability of the FTA after the November federal 
election, the Trade Committee advised CEMA’s 
Board of Directors to instruct staff to begin work on 
bringing our surplus removal program in compliance 
with Article 701.3. The Board agreed with the Com- 
mittee’s recommendation. 


Trade Committee 


GATT PROGRAM 


The 1988 GATT Program accomplished four 
things: it established opening positions on issues rais- 
ed in the Uruguay Round; it increased CEMA’s 
visibility on the issues; it established contacts at home 
and abroad; and it gathered valuable intelligence on 
the GATT talks. 

The goals of the program were to achieve national 
and international agreement amongst farm groups 
- and consequently governments - on reforms to 
GATT articles and codes governing domestic supp- 
ly management programs. 

To defend the interests of Canadian egg producers 
at the GATT talks, CEMA works with national and 
international coalitions of like-minded farm groups. 

At the national level, CEMA works in concert with 
Canada’s other supply-managed commodities. A 
special cross-industry supply management GATT 
committee operating under the umbrella of the Cana- 
dian Federation of Agriculture (CFA) was set up 
earlier in the year. Alex Craig was named chairman 
of this new committee. 

With CEMA’s active involvement, the CFA com- 
mittee successfully fostered a national dialogue bet- 


ween domestic farm groups and the federal 
government. 

For example, a national conference on GATT was 
organized last May. The conference attracted more 
than 140 participants from the private and public sec- 
tors. 

During the day, producers expressed their con- 
cerns with the GATT talks, and government 
representaitves involved in the GATT negotations 
responded to these concerns. 

At the international level, CEMA worked to 
establish an international network of farm contacts. 
The network now extends to farm groups from six- 
teen European countries, the U.S., Japan, and New 
Zealand. Other contacts include the Committee of 
Agricultural Organizations in the European Com- 
munity (COPA), and the International Federation of 
Agricultural Producers (IFAP). 

The network has proved to be an invaluable asset 
for CEMA for two reasons. 

First, the network allows CEMA to monitor the 
views of farm groups from around the world. This 
helps direct our own domestic GATT efforts. 

Second, the network gives CEMA a conduit 
abroad to communicate our GATT position. 

International consultations can only promote 
greater solidarity among farm groups. And a strong 
international coalition of farm groups can only in- 
crease the likelihood that the Uruguay Round will 
produce results beneficial to agricultural producers 
around the world. 

In 1989, the Trade Committee will continue to 
work towards the ideal of a national and international 
environment characterized by support for our GATT 
position. At the very least, the Committee will try to 
insure opposition to our position is muted. 


Committee Members: 
ALEX CRAIG, CHAIRMAN 
Fred Krahn 

Raymond Laplante 

Scott Simmons 
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COP Committee 


COP Committee Works with NFPMC 

The main task of the Cost of Production (COP) 
Committee in 1988 was to work with the National 
Farm Products Marketing Council's (NFPMC) labour 
committee to implement the 1986 COP survey. 

The firm Peat, Marwick and Partners completed 
the final report of the 1986 COP survey of egg pro- 
duction costs. The report was approved by the 
CEMA board in January 1988. However there were 
outstanding issues - labour costs and return on capital 
- that still had to be resolved with the National Farm 
Products Marketing Council. 

The COP committee met six times in 1988 in- 
cluding twice with the NFPMC Labour committee. 
The labour and capital return issues were finally 
resolved at an NFPMC meeting in July at which the 
CEMA COP committee made a presentation. The 
survey results were implemented in the COP update 
in August, 1988. 

One of the highlights of 1988 was the Cost of Pro- 
duction seminar hosted by the NFPMC and chaired 
by Glenn Flaten. At the seminar, it was learned the 
dairy industry in Quebec and Ontario had done ex- 
tensive work on cost of production. It was evident 
that issues such as labour rate surveys and return on 
capital - which CEMA had been wrestling with - had 
been reviewed by the dairy industry. 

The COP committee has already started to review 
the work required for the 1989 COP survey which 
will be carried out in early 1990. 


Committee Members: 
BILL SCOTT, CHAIRMAN 
Bert Haneveld 

Fred Krahn 

Raymond Laplante 

George McMillan 

Scott Simmons 


Surplus Committee 


Committee Approves Guidelines 

The Surplus Operations Committee held three 
meetings during 1988. 

The many different operations in the surplus 
removal program were discussed at the meetings, 
and how graders, breakers, producers and the Cana- 
dian Egg Marketing Agency are affected. 

The Committee suggested some changes to the 
regulations and guidelines of CEMA’s surplus pro- 
gram operations manual. This is the first time these 
regulations appear in booklet form. 

Other issues include the elimination of the packag- 
ing surcharge to processors, the development of 
terms of sale for eggs purchased by processors, the 
allocation of new global egg imports and the certifica- 
tion of eggs moving interprovincially. 


Committee Members: 

DONALD NEWCOMBE, Chairman 
Raymond Laplante 

Penny Kelly 

Bob Anderson 

Bob Feldman 

Ed Ferguson 

Robert Botsford 

Brian Dahms 
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Budget Committee 


Budget Committee Works on Long Term 

In July 1988, the Budget Committee faced what 
could be termed as its most difficult and challenging 
exercise. 

For the first time, the committee worked on a 
three-year projection beyond the next fiscal year. 

The committee also dealt with the regular concerns 
such as CEMA’s administration budget including the 
1987 actual results, 1988 budget and outlook and 
the 1989 budget. 

Other items pertaining to the 1989 budget were 
the free trade and GATT programs, office relocation 
and upgrading of computers. 

The Committee - in its detailed examination of the 
1989 departmental numbers - was cognizant of the 
agency's policies of maintaining the administration 
fund of $1.5 million and of ensuring the marketing 
budget did not exceed 50 per cent of total administra- 
tion revenues. 

Administrative expenses are projected in 1989 to 
increase by just under one per cent to $8.3 million. 
As a result the 1989 ending Administrative Fund 
balance is projected to be $2.9 million dollars. 

A meeting was held in July between the National 
Farm Products Marketing Council’s Budget Commit- 
tee and CEMA management, the CEMA Marketing 
Committee chairman and the Budget Committee 
chairman to clarify some items of concern. 

This exercise, which started in 1987, has proven 
to be beneficial for both Council and CEMA. 


Committee Members: 

SCOTT SIMMONS, CHAIRMAN 
George McMillan 

Carol Teichrob 
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Audit Committee 


Financial Statements Approved 


A full review of the financial statements for the year 
ended December 31, 1988 was undertaken by the 
committee in conjunction with the auditors Touche 
Ross and Co. and CEMA management. 

The review included a detailed analysis of both the 
balance sheets and income statements of all three 
of the agency’s funds. The committee was satisfied 
with the format for the presentation of the financial 
statements and their explanatory notes. 

In addition, the committee reviewed with Touche 
Ross the results of the interim and year-end audits. 
The auditors identified no major problems. The com- 
mittee members agreed the agency’s current finan- 
cial management and control systems were 
comprehensive and satisfactory. 

The committee looks forward to working with 
CEMA management on new issues for which the 
audit committee is responsible. 


Committee Members: 
FRED KRAHN, CHAIRMAN 
Alex Craig 

Don Newcombe 


Ab 
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Animal Welfare Committee 
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Code of Practice Complete : 

During the year under review the joint CEMA- 
Canadian Egg Producers Council Animal Welfare 
Committee concentrated on completing revisions to. 
the Code of Practice for the Humane Handling of 
Poultry. : 

Several meetings were held under the auspices of 
the Canadian Federation of Humane Societies which 
is responsible for updating the code. This code is 
designed to act as a guide for all sectors of the poultry 
industry. Its goal is to advise on what is necessary 
to provide a humane environment for poultry. 

Most elements of the code were easily updated. 
The question of space allowances for laying hens pro-. 
ved to be more difficult. In the end, it was recom- 
mended that further research needs to be undertaken 
to decide what the optimum space for each layer 
should be. 

At year’s end the Canadian Egg Marketing Agen- 
cy contracted for this research with Professor Frank 
Hurnik of the University of Guelph. Dr.Hurnik will 
study over three years the welfare impact of three 
alternative types of laying environments. 

The Committee was also instrumental in the crea- 
tion of a national Animal Welfare Committee organiz- 
ed under the Canadian Federation of Agriculture. 
This national committee draws together general farm 
and commodity groups from all regions of Canada 
interested in the animal welfare issue. It is intended 
to act as a medium for the exchange of information. 

Progress in one area has caused the Committee 
some concern. The Committee believes it is impor- 
tant for each province to establish cross-commodity 
group to deal with this issue. Progress in the crea- 
tion of these provincial groups has been less than 
hoped for. 


Committee Members: 

JIM JOHNSTONE, CHAIRMAN 
Stan Steen 

Bill Schmitke 


Market Research Important 

The Marketing Committee works closely with staff 
to ensure the CEMA Marketing Program is design- 
ed and executed in a professional manner which 
would meet or exceed industry standards of per- 
formance. 

The committee’s review of the proposed program 
for 1989, is conducted after the General Manager 
and his staff have satisfied themselves as to the 
strategic direction they feel is appropriate, based on 
the research findings available to them, and the 
results of previous programs. This annual Marketing 
Plan and associated budget is then amended and 
submitted to the full CEMA Board for its approval 
at the summer meeting. Another review is conducted 
by the National Farm Products Marketing Council 
during its consideration of the CEMA Budget in the 


Marketing Committee 


fall of the year. 


Market research has been extremely important in 
the design and measurement of the programs. The 
year 1988 was, in many respects, a year of transi- 
tion. After three years of success built on the 
popularity of Olympic gold medallist Alex Baumann, 
it was time to once again take a close look at our 
customers, and seek new ways of appealing to them. 

As a prelude to that, a series of focus group ses- 
sions with a cross-section of consumers, were held 
in late 1987 in Toronto, Montreal, Regina, and Van- 
couver. Interestingly, they tended to reconfirm many 
of the findings from the earlier series in 1984. 
Mothers still view eggs very positively, their kids like 
them and there really are not any serious negatives 
associated with the product. 

Consumers made it very clear they saw eggs 
primarily as a breakfast food - and had great difficulty 
projecting their usage into other meal occasions, ex- 
cept as an “emergency food.” They found the usual 
preparation methods - poached, boiled, scrambled 
fried - boring. But they also knew that if Dad wasn’t 
home for supper, or if they suddenly had to prepare 
a meal for unexpected guests, eggs were always 
there, and they could “whip something up.” 

Armed with this insight, it was determined 
something needed to be done to try to redefine con- 
sumers perceptions of eggs - to get them out of the 
“only for breakfast” mode of thinking. 

This became the strategic direction for the TV cam- 
paign launched in the fall of 1988, which is expected 
to continue well into 1990. The focus remains on 
kids, with a child-directed spot, and through selec- 
tion of adult viewing times which include a high 
percentage of children in the audience. 

One of the most significant developments impac- 
ting on 1988 was the dramatic upsurge (19 per cent) 
in demand for processed product. Two major con- 
tributors to this swing away from shell eggs were the 
conversion by most of the caterers supplying the 
airline industry to prepared product for breakfast ser- 
vice, and the introduction of frozen breakfast entrees 
into the retail marketplace by two major food 
manufacturers. 

Both these events occurred in late 1987, so that 
the full impact was felt for most of the year. 

Although the principal thrust of CEMA’s marketing 
efforts will continue to be designed to slow the ero- 
sion of shell egg sales, the Committee, in accordance 
with directives from the Board, has been watching 
these developments carefully, reminding staff to look 
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Marketing Committee 


for ways of contributing positively to the growth of 
these new market opportunities. 

One of the tools CEMA Marketing initiated two 
year’s ago, in recognition of new research findings 
reinforcing the extent to which purchase decisions 
are made in-store, was the use of retail promotions, 
which have included consumer contests and of 
course, the annual “July is Egg Month” campaign. 
In 1989, the latter was supported by TV spots of- 
fered to provincial boards on a 60-40 cost-shared 
basis. 

This cooperative effort between CEMA and pro- 
vincial boards, where CEMA absorbs the very 
substantial “up-front” costs, allowing provincial 
boards to conserve scarce cash to spend on other, 
locally-focused promotions, has been encouraged by 
the Committee. Promotion specialists from all pro- 
vinces meet twice a year with their CEMA counter- 
parts to discuss ways of working more closely 
together and avoiding overlapping programs 
wherever possible. 

Our increased emphasis on the Foodservice and 
Hospitality industry continued in 1988, with the ad- 
dition of a program geared specifically to the institu- 
tional sector. Through our research, we were able 
to identify some key needs of this group - the im- 
portance of a color photo to show both food prepara- 
tion and serving staff, for example, larger volume 
recipes suited to relatively lower levels of skill than 
typical restaurant operations, and merchandising 
ideas/promotional aids geared to program to those 
unique requirements. 

In order to present a uniform face to the industry, 
CEMA traditionally develops, with input from the six 
provincial boards who particpate in them, acommon 
promotion theme for industry trade shows. Includ- 
ed are booth decoration materials and specifically- 
printed promotional literature for hand-out purposes. 
Typically they are used as the “launch-pad” for the 
new recipe ideas to be promoted to the trade that 
year, and supported by ads in trade magazines. The 
process of reaching consensus is a lengthy one, star- 
ting with the April meeting of promotion specialists, 
and concluding sometime in September, to be ready 
for the first show the following February. In 1988, 
the booths of the Quebec and Ontario Boards each 
won “Best in Show” awards. 

Another new direction explored in 1988 was the 
concept of a joint promotion to the Foodservice in- 


dustry with a high-profile manufacturer - in CEMA’s 
case, the Nestle/Carnation group. Utilizing the good- 
will of an established supplier to the industry, and 
our own network of wholesalers and distributors gave 
us opportunities to extend our reach to this industry. 

Other elements of the marketing thrust carried for- 
ward from prior years included a timely series of press 
releases to food writers, and production of materials | 
for use in school programs administered by provin- 
cial boards. 

The Committee was also happy to see the in- 
itiatives of 1987 in dealing with the cholesterol issue 
carried forward in 1988, including another mailing 
to physicians across Canada and a heavy consumer 
magazine ad campaign. Mounting concerns with 
respect to Health and Welfare Canada initiatives in 
the areas of food labelling, food advertising, and 
nutrition recommendations prompted greater in- 
volvement with officials of that Ministry, in addition 
to those similarly involved at Agriculture Canada. 

It gives the committee great pleasure at this time 
to thank the CEMA marketing staff and the provin- 
cial marketing people for their sincere efforts put for- 
ward during the past year. We are confident this 
effort will continue during the forth coming year and 
much will be accomplished by all. 


Committee Members: 
DON HICKS, CHAIRMAN 
Raymond Laplante 

Bill Schmitke 

Tom Graham 


Statistics 


CANADIAN TABLE EGG DISAPPEARANCE REPORT 


WEEK GRADINGS NEST IMPORTS ion CEMA SALES 2. a TABLE 
1988 (AGCAN) RUN (AGCAN) TABLE BREAKER EXPORTS COMBINED DISAPPEAR 


eee eK 


(Figures are in Boxes of 15 Dozen) 


1 486,178 6,588 8,030 0 46,248 SOOT, 85,845 414,951 
2 512,684 11,256 521 0 49,088 75,300 124,388 400,073 
3 538,548 11,460 0 0 45,534 68,029 113,563 436,445 
4 523,645 6,816 0 2,500 38,572 59,964 101,036 431,925 
5 512,564 4,968 0 0 34,021 49,130 83,151 434,381 
6 508,962 12,768 4,500 0 42,270 42,105 84,375 441,855 
7 504,778 10,152 D Og 1,500 35,251 38,523 75,274 446,175 
8 509,966 10,716 3,000 0) bIFSI9 58,611 110,010 413,672 
¢, 506,915 8,748 3,000 0 30,398 74,251 104,649 414,014 
10 512,816 Sue 1,500 0 40,253 60,144 100,397 417,291 
11 509,371 2,664 4,500 900 48,943 15,836 65,679 451,756 
We 503,660 4,392 Dey 3,700 31,613 20,827 56,140 465,129 
13 500,617 3,180 13,278 4,835 25,462 ZN 227 51,524 470,386 
14 493,793 3,756 27,288 0 22,415 ISS ay/ hs 35,988 488 ,849 
15 483,861 6,084 0 0 43,515 2S) 32. 72,836 417,109 
16 501,103 7,980 0 0 39,653 57,892 97,545 411,538 
17 495,276 8,628 6,000 0 48,196 67,992 116,188 393,716 
18 492,094 4,908 2,844 0 38,610 59,382 97,992 401,854 
19 490,030 3,828 2,025 2,400 34,767 34,634 71,801 426,482 
20 498 872 1,188 12,600 3,683 50,473 24,795 78,951 437,392 
21 502,670 3,036 4,500 0 13,310 22209 95,584 414,622 
22 512,052 Shoe 1,500 0 64,617 23,902 88,579 428,525 
23 D13;362 3,744 0 0 108,249 17,845 126,094 391,012 
24 520,679 4,800 3,000 1,000 74,163 46,379 121,542 407,937 
25 507,829 3,984 1,529 0 60,188 59,638 119,826 393,516 
26 525,224 2,724 3,000 0 68,507 24,828 935335 437,613 
27 500,117 672 3,000 0 56,901 9,918 66,819 436,970 
28 501,778 948 2,025 1,000 66,720 22,569 90,289 415,462 
29 514,054 888 4,500 9,486 48,632 14,507 72,625 456,303 
30 HUES 1,476 4,600 3,450 58, 104 15,265 76,819 444 488 
31 504,997 BOWE, 3,025 2,880 52,787 7,924 osyjepo)il 451,483 
32 496,505 4,668 2,025 6,400 65,261 23,420 95,081 414,517 
33 487,646 5,184 3,000 7,900 63,342 19,653 90,895 412,835 
34 499 533 2,724 4,466 5,800 62,045 2o,2e 93,066 419,457 
35 496,349 2,076 4,500 15929 61,618 23,022 92,565 418,285 
36 495,117 1,908 4,554 3,200 49,605 22909 75,714 429,065 
37 484,947 1,488 5,270 1,600 44 392 18,394 64,386 428,919 
38 495,597 3,204 (S119) 7,850 43,354 24,081 75,285 435,071 
39 487,178 3,396 3,120 DRiZ2 64,507 13,452 83,681 415,735 
40 492,991 2,100 4,284 11,243 44,456 4,500 60,199 450,419 
4] 498,787 1,416 8,325 1,600 63,687 10,728 76,015 434,113 
42 490,026 1,668 1,500 4,800 45,551 T3312 58,163 439,831 
43 492,702 2,304 11,060 4,000 59,667 0 63,667 442,399 
44 490,629 2,928 11,025 0 71,828 0 71,828 432,754 
45 492,630 3,888 19,074 0 63,840 0 63,840 451,752 
46 494 600 2,160 7,394 0 59,089 1,872 60,961 443,193 
47 492,547 3,684 6,532 0 60,040 6,420 66,460 436,303 
48 500,268 2,736 Tuk 0 58,890 5,268 64,158 446,359 
49 498,017 1,956 1,500 4,172 53,896 6,984 65,052 440,593 
50 508,023 1,826 17,675 8,028 49,333 3,650 61,011 474,541 
51 504,244 1,224 32915 2,800 55,688 3,256 61,744 479,439 
52 523,315 2,484 1,500 0 52, /89 14,976 67,761 459,538 
Don Mh! 493,387 6,948 3), WAS: 0 42,698 12,972 55,670 448 390 
TOT-88 26,615,314 224,918 299,313 120,374 | 2,764,496 1,424,767 4,309,637 22,950,282 
TOT-87 26,061,930 132,292 359,050 91,010 2,276,810 1,378,300 3,746,120 22,898,162 


NOTE: SURPLUS FIGURES SUBJECT TO REVISION UP TO SIX WEEKS. 
SOURCE: CEMA 
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ALLOCATIONS AND INVENTORIES 1988 


BRITISH COLUMBIA ALBERTA SASKATCHEWAN MANITOBA 
ALLOCATION INVENTORY % ALLOCATION INVENTORY % ALLOCATION INVENTORY % ALLOCATION INVENTORY % 


January 2,434,712 2,341,610 96.18 1,503,600 1,421,374 94.53 701,116 666,403 95.05 2,324,778 2,224,470 
February 2,348,549 96.46 1,427 388 94.93 659,584 94.08 2,230,709 
March 2,345,288 96.33 1,427,896 94.97 656,489 93.63 2,190,239 
April 2,348,233 96.45 1,431,778 95122 HAMID 95.87 Depron 
May ZOO LO 96.58 1,437,886 95.63 668,234 Cle Sil 2,243,080 
June 2,301,910 94.55 1,436,598 95.54 677,156 96.58 2,241,071 
July 2,304,046 94.63 1,432,887 95.30 645,058 92.01 2,199,906 
August 2,256,125 92.66 1,438,852 15.02) 634,253 90.46 De MEfay SNS) 
September 2,284,470 93.83 1,417,520 94.28 653,396 939 Do NIPM faxs}s) 
October 2,283,388 93.78 1,396,324 92.87 655,832 93.54 2,190,495 
November 2,316,117 95.13 1,400,753 93.16 665,468 94.92 Z N99 STS: 
December 2,313,880 95.04 1,421,158 94.52 661,044 94.28 2,220,511 


AVERAGE 2,316,261 95.13 1,424,201 94.72 659,591 94.08 2,209,939 95.06 


ONTARIO QUEBEC NEW BRUNSWICK NOVA SCOTIA 
MONTH ALLOCATION INVENTORY % ALLOCATION INVENTORY % ALLOCATION INVENTORY % ALLOCATION INVENTORY % 


January 7,448,593 7,140,044 95.86 3,228,549 3,062,476 94.86 417,779 379,892 90.93 852,606 819,529 
February 7, Jalil Osya! 95.47 3,055,436 94.64 395,859 94.75 793,465 
March 7,140,217 95.86 3,067,773 95.02 392,646 93.98 798,973 
April 7,100,212 95.32 . 3,042,018 94.22 379,120 90.75 804,667 
May 7,106,427 95.41 3,042,379 94.23 392,367 o.Bye 790,726 
June 7,095,839 95.26 3,029,432 93.83 ST 256 90.47 799,226 
July 7,022,215 94.28 3,052,279 94.54 391,060 93.60 804,653 
August 7,065,457 94.86 3,023,308 93.64 390,848 93ID0) 761,054 
September 7,007,580 94.08 3,093,919 95.83 401,008 9999 806,542 
October 7,055,510 94.72 3,020,682 93.56 408,992 97.90 758,883 
November 7,073,814 94.97 30035715 94.58 395,383 94.64 801,551 
December 7,041,191 94.53 3,083,656 95:51 394,595 94.45 824,954 


AVERAGE 7,079,961 95.05 3,052,256 94.54 391,644 93.74 797,019 93.48 


PRINCE EDWARD ISLAND NEWFOUNDLAND INVENTORY TOTALS 
MONTH ALLOCATION INVENTORY % ALLOCATION INVENTORY % MONTH % 1987 % 


January 142,767 139,887 97.98 441,799 412,806 January 18,608,492 18,614,769 
February 139,208 97.51 413,414 February 18,574,641 18,632,357 
March 132,986 93.15 395,423 March 18,547,928 18,516,358 
April 125,977 88.24 398,513 April 18,515,210 18,543,905 
May 137,228 96.12 403,902 May 18,573,742 18,587,628 
June 140,024 98.08 408,123 June 18,507,333 18,605,767 
July 139,363 97.62 398,746 July 18,390,213 18,468,863 
August 137,788 96.51 398,705 August 18,301,709 18,511,000 
September 1325377, 92.72 403,862 September 18}372,255 18,521,266 
October 130,738 Chlelsy/ 404,356 October 18,305,199 18,460,868 
November 127,826 89.53 405,555 November 18,439,555 18,600,804 
December 134,983 94.55 406,420 December 18,502,392 18,643,377 


AVERAGE 134,865 94.47 404,152 91.48 AVERAGE 18,469,889 94.74 18,558,915 


“Allocation refers to total quota issuance allowed under the Federal/Provincial Agreement. 
Inventory refers to the number of layers in provincial flocks as verified by Cema Hen Inventory Audits. 
Inventories are based on an average for each month. 


AVERAGE Inventories are based on a 52-week average. 
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CEMA TABLE EGG DISAPPEARANCE ESTIMATES 


(5 WEEK MOVING AVERAGE) 
1984 TO WEEK 53, 1988 


500000 


480000 


460000 
i? 9) 
{) 
> 
5 
jae] 
440000 
Prac ed a 
roe | weer | | UMA ALANA 
[se aS is a 
| | 
jj SSSR hektnE aes 
0 S 10 15 20 25 30 35 40 45 50 55 
[-] 1986 (Cli9s7 2 1988 CEMA WEEKS 
ESTIMATED INTERPROVINCIAL MOVEMENT OF TABLE EGGS 1988 
COMPOSITE REPORT 
BUYERS ny | TOTAL SALES 
SELLERS [7] 1988 
B.C. 
ALTA 70,670 127,048 
SASK 143 243 2135 145,978 
MAN 47,976 561,226 142,817 402,770 1,157,915 
N.S. 2,283 80,640 
=e 
PET. 1,641 
. oe oe Creates 
YUKON 12 4,032 4,044 
TOTAL 
PURCHASES 
118,646 704,469 147,415 587,816 1,708,738 82,501 200 THE 535 23,815 BO woD. 3,420,270 


Data in boxes of 15 dozen 
The above excludes Cema table export movement 
The above includes Cema Surplus Removal of Table eggs Field Operations 
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Statistics 


BC 
ALBERTA 
SASK. 
MANITOBA 
ONTARIO 
QUEBEC 
N.B. 

N.S. 

P.E.I. 
N.F.L.D. 


NAT. AVG. 


1988 


15,029 
6,481 
8,656 
9,687 

10,580 

16,992 

18,164 

20,300 
4,923 

14,252 


11,244 


Based on N.F.P.M.C. Allocation 


December 30, 1988. 


BC 
ALBERTA 
SASK. 
MANITOBA 
ONTARIO 
QUEBEC 
N.B. 

N.S. 

P.E.I. 
N.F.L.D. 


TOTAL 


December 30, 1988. 


1988 


162 
Zee 
81 
240 
704 
190 
23 
42 
29 
31 


1,734 


1987 


15,122 
6,509 
8,550 
9,646 

10,038 

17,082 

17,407 

20,300 
4,605 

13,388 


10,978 


1987 


161 
231 
82 
241 
742 
189 
24 
42 
Sil 
33 


1,776 


1986 


14,937 
6,426 
8,248 
9,606 
9,501 

18,991 

16,711 

19,828 
4,461 

WAVE 


10,748 


1986 


163 
234 
85 
242 
784 
170 
25 
43 
32 
36 


1,814 


1985 


14,667 
6,112 
7,790 
S27, 
S) SIU 

18,991 

16,711 

18,535 
4,605 

12,623 


IOs585 


1,848 


1984 


14,073 
6,014 
7,459 
9,528 
D253 

15597, 

16,062 

18,491 
4,605 

T2272 


io) eg tt 


1,912 


1983 


14,470 
6,201 
7,342 
9,836 
9,812 

13,691 

153627) 

16,868 
4,355 

L976 


10,339 


1983 


177 
254 
100 
246 
812 
247 
27 
52 
33 
37 


1,985 


1982 


14,150 
Ona 
7,059 
9,836 
9,728 

13,691 

INS) 6y2 FF 

16,868 
4,355 

11,976 


10,251 


1982 


181 
256 
104 
246 
819 
247 
27. 
ey 
33 
37 


2,002 


1981 


132995 
15), SYA 
7,059 
9,756 
9,704 

E272 

TROT Z 

16,868 
4,107 

11.976 


9,895 


1981 


183 
266 
104 
248 
821 
300 
28 
ey 
35 
on 


2,074 


AVERAGE NUMBER OF LAYERS PER PRODUCER 


1980 


14,114 
6,088 
7,043 

10,176 
9,380 

TIL hake 

14,456 

17,658 
S992 

11,661 


9,849 


NO. OF REGISTERED PRODUCERS PER PROVINCE 


1980 


190 
273 
111 
249 
890 
313 
29 
bz 
36 
38 


24, Seyi 


1979 1978 


12,701 12,631 
5,081 5,308 
6,004 6,047 
8,598 O598 
8,016 827i 
9,698 10,634 


11,770 10,414 
15,201 15,701 
3,188 3,445 
10,007 11,674 


8,422 8,806 


1979 1978 


192 198 
287 293 
104 116 
255 245 
926 938 
ones) 311 
33 40 
53 55 
40 42 
38 38 


2,241 2,276 
Source: CEMA 


Statistics : 


WEIGHTED AVERAGE PRODUCER PRICE 


— ALL GRADES — 


CENTS PER DOZEN 


WEIGHTED AVERAGE PRODUCER PRICE ALL GRADES 


(Cents per Dozen) 


WEEK 1988 1987 WEEK 1988 1987 


Statistics 


DOMESTIC PROCESSOR PRICE 


75 
70 
65 
60 
55 
50 
45 
40 
BS 
30 
25 


CENTS PER DOZEN 


1 5 gy ils i, Za ae ZY 33 3 41 45 49 3). 


CO] extRA-LARGE [J carGE J mepium W sMALL WEEKS 


BASE PROCESSOR PRICES IN CENTS PER DOZEN -— (Bi-weekly) 


— 1988 — 
Weeks SM 


Amendment — Processor contribution to Surplus Removal SOURCE: CEMA 
discontinued. | 
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AUDITOR’S REPORT 


The Minister of Agriculture 
Government of Canada 


The National Farm Products 
Marketing Council 


The Members 
Canadian Egg Marketing Agency 


We have examined the balance sheet of the Surplus Removal Accounts and the Administration Account of 
the Canadian Egg Marketing Agency as at December 31, 1988 and the statement of operations and balance 
(deficiency) of fund of the Surplus Removal Accounts and the Administration Account for the fifty-three week 
period then ended. Our examination was made in accordance with generally accepted auditing standards, 
and accordingly included such tests and other procedures as we considered necessary in the circumstances, 
except as explained in the following paragraph. 


In common with many agricultural products marketing agencies, the Agency derives revenue from levy and 
service fees charged to producers based on marketings. Due to the structure of the egg producers’ levy and 
service fees, our verification of these revenues was limited to the amounts recorded in the accounts of the 
Agency and we were not able to determine whether any adjustments might be necessary to levy and service 
fee income, excess of expenses over revenues, assets and balance of fund. 


In our opinion, except for the effects of adjustments, if any, which we might have determined to be necessary 
had we been able to satisfy ourselves concerning the completeness of income from levy and service fees refer- 
red to in the preceding paragraph, these financial statements present fairly the financial position of the Cana- 
dian Egg Marketing Agency as at December 31, 1988 and the results of its operations for the fifty-three week 
period then ended in accordance with generally accepted accounting principles applied on a basis consistent 
with that of the preceding period. 


Se, ie ¥ Gs, 
Ottawa, Ontario 


February 23, 1989 Chartered Accountants 
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CANADIAN EGG MARKETING AGENCY 
BALANCE SHEET AS AT DECEMBER 31, 1988 


($000’s) 
ASSETS 
current 
Cash 
Accounts receivable (Note 3) 
Inventory 


Inter-accounts receivable (payable) 


ixed 
Computer, equipment and leasehold 
improvements 
Accumulated depreciation and 
amortization 


LIABILITIES AND BALANCE OF FUND 
Surrent 
Bank loans (Note 4) 
Accounts payable and accrued 
liabilities 


salance (deficiency) of fund 


Jn behalf of the Agency: 


December 31, 
1988 


December 26, 
1987 


Surplus 
Removal 
Accounts 


Administration 
Account 


(Schedule 1) 


$ (120) $ 4,700 

4,016 3,906 

420 289 

(2,821) i 
1,495 


, Director 


, Director 
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CANADIAN EGG MARKETING AGENCY 
STATEMENT OF OPERATIONS AND BALANCE (DEFICIENCY) 
OF FUND FOR THE FIFTY-THREE WEEK PERIOD 


ENDED DECEMBER 31, 1988 


($000’s) 


Revenues 
Egg sales 
Levy, service fees and contributions 
Interest and other income 


Expenses 
Trading operations 

Egg purchases 
Dyeing and storage 
Transportation and handling 
Provincial agents’ fees 
Interest 
Brokerage, customs and excise 
Other 
Fowl removal program 


Promotion 

Advertising 

Salaries 

Professional fees and consulting 

Meetings and travel 

Office 

Research 

Telephone and telex 

Rent 

Communications 

Per diems 

Other administrative 

Depreciation and amortization 

Uncollectible levy, service fees and 
contributions (recovery) 

Donation of eggs 


Excess of revenues over expenses 
(expenses over revenues) 


Balance of fund, beginning of period 


Balance (deficiency) of fund, end of period 


December 31, 
1988 
(53 weeks) 
Surplus 
Removal 
Accounts 
(Schedule II) 


Administration 
Account 


66,882 
648 
22123 
Zon 
905 

26 

145 
801 


Tivol 


1,778 
1,838 
ize 
453 
784 
SOL 
328 
130 
161 
114 
228 
66 
178 


(456) 
128 
193537 


(16,692) (15,693) 
Dc0k 4,190 
$ (14,455) $ (11,503) 


December 26 
1987 
(52 weeks) 
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CANADIAN EGG MARKETING AGENCY 
NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1988 


1. Activities of the Agency 


a) Formation of the Agency 
The Canadian Egg Marketing Agency was established to ensure the orderly marketing of eggs in Canada. 

b) Levy and service fees 
The provincial egg marketing boards have agreed to act as agents of the Agency for the collection, control and 
remittance of the levy imposed by the Agency. Further amounts are paid to the Agency by the provincial boards 
to finance the national product removal system pursuant to the supplementary federal-provincial agreement and, 
in the case of Quebec and Alberta, through service fees payable pursuant to a commercial contract. 

c) Removal activities 
The Agency purchases, at specified buy-back prices, all eggs that meet Agency specifications that have been declared 
by the provincial boards as excess to their table market requirements. 


2. Significant accounting policies 
a) Basis of accounting 
Four funds have been established. The product removal levy, service fees and contributions are allocated to the 
Domestic Account, Export Account and Producer/Processor Account. All transactions involving the buying and 
selling of declared eggs are recorded in the Domestic Account and Producer/Processor Account for domestic 
sales of product and the Export Account for export sales of product excess to the domestic requirement. The 
administration levy and service fees and all administration expenses are recorded in the Administration Account. 


On September 4, 1988, the Board of Directors passed a resolution to eliminate the Producer/Processor Account. 
At that time, contributions to this Account were terminated but the responsibility for funding of surplus removal 
activities carried on by this Account was continued to December 31, 1988. As at December 31, 1988, the Agency 
had recorded a liability equal to the balance of funds in this Account. Ultimate distribution of the proceeds will 
be determined in 1989. 


b) Inventory 
Inventory of shell eggs is valued at the lower of cost and net realizable value. Shell eggs consist of eggs declared 
to the Agency but unsold at the end of the period. All shell eggs were sold subsequent to the end of the period. 
c) Fixed assets 
Fixed assets are recorded at cost. Depreciation and amortization of fixed assets are calculated using the straight- 
line method over their anticipated useful lives as follows: 


Office equipment 10 years 
Computer 5 years 
Leasehold improvements over term of lease 


Sl 
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CANADIAN EGG MARKETING AGENCY 
NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1988 


‘ 
i 
3 
Ni 
! 


3. Accounts receivable 
Accounts receivable consist of the following: 


December 31, December 26, 
1988 1987 

Surplus 
Removal Administration 
Accounts Account 


($000’s) 


Levy, service fees and contributions net of 
allowances for uncollectible amounts 
of $1,263,000 (1987 — $1,810,000) 
Egg sales 
Other 


4. Bank loans 

Bank loans in the amount of $9,700,000 are ogee by a general security agreement under a line-of-credit agreement 
with a total approved limit of $10 million, payable on demand. Interest is calculated at prime on the first $5 million ong 
prime plus 1/4% on the remaining $5 len 

Subsequent to December 31, 1988, the Agency re-negotiated its line-of-credit agreement under which it has cco 
its total approved limit to $14 million, payable on demand, secured by a general security agreement. This agreement 
was conditional on the Agency obtainina loans totalling $1 million from certain provincial boards. Interest is to be calculated 
at prime on the first $7 million and prime plus 1% on the remaining $7 million. 

Any amounts drawn on this line-of-credit in excess of $7 million are repayable based on a repayment schedule commenc- 
ing in September 1989 and concluding in March 1990. Total repayments by December 31, 1989 would be $4.5 million 


with $2.5 million due by March 31, 1990. 
In addition, the Agency has another demand loan facility with an authorized limit of $500,000 with interest calculated 


at prime. At December 31, 1988 no amounts were outstanding under this facility. 


5. Inter-account transfers 

At December 31, 1988, the Agency had not received all the documentation needed to substantiate that a portion of 
the sales reflected in the Export Account were in fact export sales. Should it be established that these were sales for the 
domestic market, the net cost of these sales transactions will be charged to the Domestic Account. At December 31, 

1988, the maximum contingent liability of the Domestic Account to the Export Account related to these sales amounted 
to Sporoxtiantely $7,239,000, 

During the period, the Agency established that a portion of the sales previously reflected in the Export Account were 
sales for the domestic market. The net cost of these sales which amounted to $2,286,000 (1987 — $830,000) was transferred 
to the Domestic Account from the Export Account. ; 


6. Commitments | 
The Agency is committed under the terms of operating lease contracts for the rental of premises in the aggregate amount: 
of $2,089,000 as follows: | 


1989 $ 126,000 
1990 170,000 
1991 182,000 
1992 194,000 
1993 206,000 
Thereafter 1,211,000 
$ 2,089,000 


7. Financial statement approval 
These financial statements were approved by the Audit Committee of the Agency on February 28, 1989. 
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CANADIAN EGG MARKETING AGENCY SCHEDULE 
SURPLUS REMOVAL ACCOUNTS 
BALANCE SHEET AS AT DECEMBER 31, 1988 


($000’s) 
December 31, December 26, 
1988 1987 
Total Total 
Producer / Surplus Surplus 
Domestic Export | Processor Removal Removal 
Account Account Account | Accounts Accounts 
ASSETS 
Current 
Cash 
Accounts receivable 
Inventory 


Inter-accounts receivable (payable) 


LIABILITIES AND BALANCE OF FUND 


Current 
Bank loans $ 9,700 2 
Accounts payable and accrued liabilities 3,671 4,201 
bey ui 4,201 
Balance (deficiency) of fund (9,822) 2,238 


$3,549 


On behalf of the Agency: 


Director 


MO oc oda che React Ar. lung ae Director 
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CANADIAN EGG MARKETING AGENCY 


SURPLUS REMOVAL ACCOUNTS 


STATEMENT OF OPERATIONS AND BALANCE (DEFICIENCY) OF FUND 
FOR THE FIFTY-THREE WEEK PERIOD ENDED DECEMBER 31, 1988 


($000’s) 


Revenues 
Egg Sales 
Levy, service fees and contributions 
Interest and other income 
Inter-account transfers (Note 5) 


Expenses 
Trading operations 

Egg purchases 
Dyeing and storage 
Transportation and handling 
Provincial agents’ fees 
Interest 
Brokerage, customs and excise 
Other 
Fowl removal program 


Uncollectible levy, service fees 
and contributions (recovery) 
Donation of eggs 


Excess of expenses over revenues 
Balance (deficiency) of fund, beginning of period 


Balance (deficiency) of fund, end of period 


December 31, 1988 
(53 weeks) 


Total 


Producer / Surplus 
Domestic Export | Processor Removal 
Account Account Account | Accounts 


$ 27,749 
26,029 
953 


54,731 


66,882 
648 
Zs 
221 
905 

26 

145 
801 


Pol 


46,861 


(493) 
63 


OT 
65 


(456) 
128 


46,431 24,869 715423 

(7,238) (6,152) (16,692) 

(2,584) 1,519 2238 
$19,822) | $(4,633) 


$(14,455) 


SCHEDULE II 


Dec. 26, 1987 
(52 weeks) 


Total 
Surplus 
Removal 
Accounts 


> 27,971 
24,016 
817 


52,804 


(4, 150) 
6,387 


$ 2,237 
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CEMA’S MISSION STATEMENT 


o effectively manage the production, pricing, distribution and disposition of eggs 
in Canada, and to promote the sale of eggs, so that: 

e the consumer receives a supply of quality product at a fair price; 

@ the producer receives a fair return; 


® opportunitites in the development of new uses and markets for eggs are 
encouraged. 
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CHAIRMAN’S REPORT 


The start of the new decade has provided the 
Canadian egg industry with a good opportunity to 
focus on new directions and fresh initiatives. 

The growing pains of the last few years 
have underlined to the Board of Directors the 
importance of planning, consultation and co- 
operation. Maintaining a strong industry based on 
producer viability and market sensitivity continues 
to be the Agency’s first priority, and much of this 
will be accomplished by improving the supply 
management system to better meet the needs of 
producers, consumers 
and industry partners. 

The development of 
Vision 2000, our Strategic 
Plan, will help us meet 
those needs. Too many of 
the problems facing the 
industry now are the 
result of short-term 
actions taken in the past. 
With such a wide range of 
stakeholders and rapidly 
changing market condi- 
tions, it is imperative that 
consultation and co- 
operation take place to 
ensure that today’s 
decisions are made ina 
long-term planning 
context. 

With the Plan, 
the Agency is playing a 
lead role in guiding 
the industry through 
waters of uncertainty. 

It describes desirable, attainable goals and outlines 
realistic methods of achieving those goals. 

Vision 2000 was not written overnight. 
Rather, it is the product of close to two years of 
concentrated analysis, brainstorming and drafting 
by CEMA Directors and Managers, and includes 
valuable input from Signatories and industry 
partners. We think of it not as just a plan for the 
Agency, but more a vision for the industry. 

Putting the words into action will be the 
real test. CEMA recognizes that implementation 
of the Strategic Plan will depend heavily on 


co-operation with provincial Boards, Signatories, 
industry partners and even individual producers. 
Anticipating this, last year CEMA expanded the 
membership of its Consultative Committee in 
order to receive more substantive input from its 
stakeholders. 

Several industry organizations are repre- 
sented on this Committee: Canadian Feed Industry 
Association; Canadian Hatchery Federation; 
Consumers’ Association of Canada; Canadian 
Council of Grocery Distributors; Grocery Products 
Manufacturers of Canada; Canadian Restaurant 
and Foodservices Association; Canadian Poultry 
and Egg Processors’ Council; Canadian Egg 
Producers’ Council; National Farm Products 
Marketing Council; Special Trade Relations 
Bureau of External Affairs; and Agriculture 
Canada. 

Besides being an advisory group to CEMA’s 
Board of Directors, the Committee also serves as a 
dynamic forum to discuss market conditions and 
program initiatives throughout the industry. As its 
name suggests, the Committee is actively involved 
in communicating industry concerns to CEMA, and 
working with the Agency to develop constructive, 
positive recommendations. The Committee now 
meets more frequently and its terms of reference 
have been broadened to ensure that its recom- 
mendations are truly reflective of the industry’s 
needs. Working relationships are being enhanced 
as a result. 

In order to deliver a system that meets the 
needs of its producers and stakeholders, it is also 
imperative that we address its weaknesses by 
developing solutions and alternative policies which 
all parties can accept. Throughout 1990, the 
National Poultry Task Force and the all-industry 
Technical Working Committee worked parallel 
with the CEMA Board toward this end. 

Set up in January 1990 as a result of 
Agriculture Canada’s Growing Together policy 
review paper, the National Poultry Task Force is 
looking at and making recommendations to the 
Minister on methods of improving supply manage- — 
ment within the poultry sector. Members of the 
Task Force are selected for their individual com- 
mitment to the industry and CEMA Director Carol 
Teichrob ably represented egg producers. . 
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Over the year, CEMA made several sub- 
missions to the Task Force on a variety of topics 
relating to the egg industry. The Agency was also 
called into active consultation as the Task Force 
sought to develop workable recommendations. The 
process was frustrating at times, and no doubt we 
may have difficulty accepting all the final recom- 
mendations, but CEMA welcomes all efforts to find 
better ways of serving its stakeholders through an 
improved supply management system. 

Within the egg industry itself, the Technical 
Working Committee has the urgent task of deter- 
mining whether a financially viable means can be 
found of dedicating production to the rapidly 
growing market for processed product. In the 
absence of change to the current levy system, 
Ontario and Quebec have announced their inten- 
tions to operate their own industrial product 
removal programs starting in 1992. CEMA’s Board 
of Directors has no illusions about the seriousness 
of these issues and the need for all parties to work 
toward solutions in 1991]. 

While the issues addressed by the Technical 
Working Committee and the Task Force are seri- 
ous, CEMA, the provincial Boards, our producers 
and our industry partners recognize that guarding 
the basic integrity of the supply management 
system is vital for the future viability and regional 
diversity of the domestic egg and poultry industry. 

Nowhere was this more evident than in the 
consolidated front put forth during the GATT 
negotiations. While the talks themselves remained 
in limbo at the end of 1990, the industry was suc- 
cessful in demonstrating that the system, while 
needing improvement, is still a system worth 
fighting for. 

; Producers’ support for CEMA and the indus- 
try was further exemplified by the sacrifices they 
made during 1990 to help restore financial viability 
to the Agency. This example of co-operation has 
served the industry well. 

As we move into 1991, CEMA’s Board of 
Directors and the Signatories will have to make 
some important decisions which could result in 
significant changes. But the one thing that 
will not change is our commitment to providing 
producers and consumers with an efficient, 
market-responsive system. We anticipate receiving 


valuable input from provincial Boards, Signatories 
and producers during the provincial Annual 
Meetings scheduled for March. 

On behalf of the Board of Directors, I would 
like to thank our producers, industry partners, 
and particularly the management and staff of the 
Agency, for their dedication to maintaining a 
system built on equity and integrity. I have full 
confidence that we can meet the coming challenges 
in a responsible and open manner. 
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GENERAL MANAGER'S REPORT 


For CEMA, 1990 ended much differently than it 
began. The Agency had begun the year $10 million 
in debt, one million of which was owed to the 
provincial Boards. We were also in the midst of a 
$2 million administrative austerity program. 

As most of you will remember, CEMA’s 
financial difficulties began in late 1988 with 
severe drops in consumption, due in part to the 
Salmonella scare in the UK. Added to this was a low 
US-based breaker price, a strong Canadian dollar 
and high volumes of industrial product. 


These difficulties 


continued into 1989, 
during which the debt 
level peaked at $15 mil- 
lion. A number of recov- 
ery measures put in place 
that year, such as levy 
increases and the auster- 
ity program, were carried 
over into 1990. 

The Agency opened 
1990 with the levy at 
14 cents. However, in 
order to address a large 
COPE fund deficit, a two- 
cent-per-dozen grant 
from the Producer fund 
to the COPE fund was 
implemented. Over the 
course of the year, 
approximately $8 million 
was transferred from the 
Producer fund to the 


COPE fund. Without this 
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funding, the deficit in the 
COPE fund would have continued to mount. 

The austerity program remained in place for 
the first five months of 1990. Together with the 
additional two percent quota cut in May 1990, 
which helped reduce industrial product removal 
costs, the Agency’s financial recovery became a 
reality. 

Finally, by September 1990, the provincial 
Board loans were paid back. As well, the Producer 
levy was decreased by one cent, but the two-cent- 
per-dozen accrual to the COPE levy fund contin- 
ued until the end of 1990. 

On December 14, the Agency’s external 
borrowings were eliminated. However, we ended 
the year with a COPE fund deficit of approximately 


$14.6 million. Inter-fund borrowing was necessary 
to cover this deficit. 

Several of the activities undertaken by the 
Agency throughout the year were designed to 
address this internal debt. Planning and flexibility 
have been paramount to CEMA to maintain its 
financial viability and to meet the market demands 
of the 90s. 

As you will read further on in this document, 
the Agency revised its pricing system and imple- 
mented a Seasonal Pricing Policy late in 1989. 
These programs have now been in place for a year, 
and while they are still being refined, they go a 
long way toward demonstrating a more market 
responsive supply management system. 

Seasonal pricing, in particular, can play a 
major role in reducing costs. By encouraging 
producers to place their flocks to more closely 
match seasonal variations in demand, the Agency 
can save on industrial product removal costs. In 
1990), we saved $189,000. While some producers 
have responded to the program by changing flock 
placements, the full potential for more shifting of 
placements has yet to be realized. As well, seasonal - 
pricing has not yet been reflected at the retail level. 
Over the coming year, CEMA will be fine-tuning 
the program and ensuring that it is well understood 
at all levels. | 

The Agency is working on some other initia- 
tives to help reduce industrial product removal 
costs. One such initiative is a Nest-run Program to 
provide ungraded eggs to the processing market, 
thereby saving on grading costs. We plan to have a 
eges marketed on a nest-run basis by 1995, since 
the cost savings in this program are expected to be 
several cents per dozen. 

CEMA is committed to providing a system 
that is fair to all producers and industry players. 
Management and staff have been working quite 
closely with the Technical Working Committee to 
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_ develop flexible programs that address market 


imbalances, while respecting the principle of equity 
from which the strength of our national system is 
derived. Vehicles such as the Dormant Production 
Proposal, mentioned later, could provide viable 
modifications to the present system. 

While financial recovery and industry reform 
were important pre-occupations over the course of 
the year, there were a number of other activities in 
which the Agency was involved. Underscoring all o 
these activities was a large degree of planning and 


co-operation, both within the Agency and through- 
out the industry. Many of those activities are 
highlighted in this document. 

Perhaps one activity which best demonstrates 
the co-operative partnership between the Agency 
and producers was the strong lobbying effort put 
forth by the industry during the GATT negotia- 
tions. Even though the talks themselves remain 
unresolved, the egg and poultry industry presented 
a firm case for guarding the integrity of supply 
management under international trade regulations, 
and was successful in having it built into the Cana- 
dian negotiating position. 

The partnership between the Agency and 
producers is not a one-shot deal. It is well known 
that Canadian eggs are considered among the safest 
in the world, and this is due in no small part to the 
pride our producers have in their operations and 
their industry. In order to maintain and build upon 
this high quality, CEMA, together with our provin- 
cial counterparts, has implemented a Salmonella 
Control Program - the first component of which 
was put into place this past year. Together with all 
players in the production and marketing of eggs, we 
can help make our product as risk-free as possible. 

On the homefront, the end of the austerity 
program has enabled CEMA to resume some activi- 
ties that were temporarily put on hold, particularly 
in the area of Marketing. An independent audit 
conducted earlier in the year confirmed that our 
marketing objectives were valid, and provided us 
with suggestions for refining and improving some 
aspects of our delivery. The several pages that 
follow elaborate further on these activities. 

Recently, a new visual identity was developed 
to give the Agency an updated corporate image. 
Our revised logo maintains two key components — 
the maple leaf and the egg — but presents them in a 
manner that is stronger and more dynamic. This 
new logo is featured on the cover of this annual 
report. 

CEMA also continues to modify its admin- 
istrative functions to provide the most efficient 
support to the Agency’s programs. Over the year, 
we have revised employee benefits to remain 
competitive in the corporate marketplace, and 
we have kept abreast of the latest advances in 
information technology to ensure accurate and 
timely program delivery. 

One such example is the Market Operations 
Software Upgrade Program (MOSUP), initiated 


late in 1989 and developed extensively over 1990. 
This project was initiated to provide an effective 
tool to manage the increasing volume and variety 
of industrial product, including nest-run product. 
It will also provide the data required to more 
accurately document product sales. Like most 
other Agency programs, MOSUP involves collabo- 
ration among several CEMA departments, and the 
provincial Boards will become involved as the 
project reaches the testing stage in mid-1991. 

But perhaps one of CEMA’s most important 
initiatives became public late in the year with 
the release of the Agency’s first Strategic Plan, 
Vision 2000. 

As you will read, the underlying theme of 
Vision 2000 is planning and consultation to address 
rapidly changing market conditions and to better 
serve the industry and our publics. This requires 
building a strong national system that is flexible 
enough to meet the challenges of the 90s in an 
equitable manner. It means improving our commu- 
nication efforts with our producers, industry 
partners, government colleagues, the media and 
the general public. It means planning, adapting to 
market changes and consulting with our stake- 
holders. And it means demonstrating our commit- 
ment to the industry through strong leadership. 

We are looking forward to putting our vision 
into action in 199]. With the direction and guid- 
ance provided by our Board of Directors, and in 
particular our Chairman, Ken Tjaden, and with 
the commitment and support we receive from our 
producers and industry partners, I feel confident 
that we can more than adequately respond to the 


challenges of the 90s. 


Vision 2000 marks a 


new beginning for 
CEMA and the egg 
industry. 
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VISION 2000: 
A FRAMEWORK FOR THE FUTURE 


The livelihood of individual egg producers in 
Canada depends on a strong supply management 
system. And in turn, a strong supply management 
system depends on leadership, planning and 
co-operation. 

Vision 2000, the Agency’s first Strategic Plan, 
provides the necessary tool to bring the Canadian 
egg industry into the 90s. Like its name implies, 
Vision 2000 provides a vision of the industry — one 
that recognizes the need to respond to the changing 
market around us. 

The Plan was two years in the making 
and involved a great deal of consultation with, and 
input from, Signatories and industry partners 
across Canada. It is a framework for making 
decisions and for developing flexible and equitable 
policies and programs that will provide stability 
to the industry as a whole, and the Agency in 
particular. 

Vision 2000 begins with a revised Mission 
Statement, which can be found at the beginning 
of this annual report. This new Statement puts 
greater emphasis on our commitment to providing 
a top-quality product and meeting the needs 


of consumers. The Plan then expands on five 
main themes. 

The changing food marketplace is one of the 
main challenges facing the industry today. Popula- 
tion growth is slowing and our society is aging. 
Household size is shrinking. Consumers are de- 
manding shorter preparation times and more 
environmentally responsible packaging. More and 
more meals are being eaten outside the home. 
Maintaining a share of the consumers’ food dollar 
is becoming tougher, and requiring increasingly 
innovative marketing techniques. New market 
erowth opportunities will have to come from 
expanded participation in the processed food 
sector. CEMA’s target is to increase total egg sales 
by 16 percent by the year 2000 — a task that cer- 
tainly will require an aggressive marketing effort. 

Matching supply with demand is another 
challenge to be addressed. Imbalances by size, by 
season and by region persist. Providing a national 
system that is fair to all parties, yet is flexible 
enough to meet changing regional demand is an 
ongoing quest. Many of the programs outlined in 
this annual report, such as nest-run, seasonal 
pricing and dormant production, were developed 
to address this very concern. 
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The third major theme of the Plan involves 
addressing demand growth and its implications for 
the levy system. Within the next few years, CEMA 
expects to have to deal with the issue of how to 
allocate production once total demand exceeds the 
base allocation of 475 million dozen. The Agency 
believes that the new allocation must respect the 
principle that table eggs must be sourced within the 
region where they are required, and eggs for the 
processing sector must be sourced on the basis of 
lowest delivered cost. 

The related issue of growth in the processing 
sector presents a unique challenge to the industry, 
particularly with respect to maintaining the cur- 
rent levy system as the means of financing market 
segmentation. While currently 15 percent of eggs go 
to processing, by the year 2000 it is conceivable 
that this share could be as high as 40 percent. The 
Technical Working Committee has been seeking 
ways to ensure the requirements of this market 
segment are met in an efficient and financially 
viable manner. Its recommendations will be put 
forth in a final report due in early 1991. 

The fourth major theme concerns producer 
viability and cost efficiency. Ensuring cost effi- 
ciency by improving the cost of production formula 
and survey methodology, as well as by allowing for 
a sufficient return on capital to replace depleted 
assets, is key to providing a viable industry for 
producers. Vision 2000 also outlines cost reduction 
at the producer level as an important objective. 

Industry structure and communications, the 
fifth theme of the Plan, focuses on CEMA’s com- 
mitment to maintaining its integrity as a producer 
organization, but one which emphasizes communi- 
cation and co-ordination with other industry 
partners. The Agency will demonstrate leadership 
through consultation, in particular, by making 
maximum use of its Consultative Committee. We 
aim to better serve our producers, stakeholders 
and the public by being pro-active, committed and 
knowledgeable. 

Vision 2000 concludes with an implementa- 
tion timetable. While many programs are now 
underway, several more are slated for the near 
future. Implementation of the various initiatives 


will be the key to measuring the Plan’s success. Not 
a stagnant document, the Plan will be reviewed and 
refined annually. 

Vision 2000 marks the beginning of a new era 
in the egg industry — a dynamic, market-responsive 
era. The high product quality will remain, but the 
delivery system will improve significantly. 
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Vision 2000 provides 
a plan of action to 
strengthen the egg 
industry. 


WORLD TRADE TALKS: 
CEMA SPEAKS OUT 


The activities of an international trade organization 
based in Geneva, Switzerland became the predomi- 
nant concern of egg producers in even the most 
remote corners of Canada in 1990. 


Maintaining 

the integrity of 
supply managed 
industries was 


a key objective for 


Canada at the 


GATT negotiations. 
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Launched in 1986, the Uruguay Round of 
trade negotiations under the General Agreement on 
Tariffs and Trade (GATT) was to have concluded 
in 1990. With agriculture at the centre of the talks, 
significant impacts were expected on all types of 
farm programs, including supply management. 
Instead, agreement on new rules for agricultural 
trade eluded GATT trade ministers when they met 
in Brussels in early December, leaving the future 
of the round in jeopardy. 

For CEMA and most other producer 
organizations in Canada, monitoring and speaking 
out on GATT issues was a major activity through- 
out the year. It had been recognized at the start 


of the Uruguay Round that Canada’s ability to 
apply quantitative controls on imports of supply 
managed commodities — as allowed by GATT 
Article XI — was at stake. 

Throughout the year, CEMA worked closely 
with the Supply Management Committee of the 
Canadian Federation of Agriculture on the GATT 
issue. Co-operation was particularly strong with 
the other national agencies for chicken, turkey and 
broiler hatching eggs. Together, a highly effective 
effort was mounted to inform the Canadian Gov- 
ernment of the views of egg and poultry producers 
and, in turn, keep producers informed as the 
negotiations proceeded. 

The success of our efforts was demonstrated 
early in the year when Canada tabled its position 
on Article XI. The thrust of Canada’s approach 
was that strong, fair and universal rules had to be 
applied to trade in agricultural products. While 
supporting the conversion of most non-tariff bar- 
riers to tariffs that could be reduced over time, 
Canada argued that this should not apply to 
GATT-consistent measures like Article XI. 

Canada took the position that Article XI 
should be clarified and strengthened in order to 
preserve the basic integrity of supply management 
programs and clear up uncertainty surrounding 
the use of quantitative import restrictions. CEMA 
and the other national agencies quickly endorsed 
the Government’s position but continued consulta- 
tions with the trade officials on several details in 
such areas as product coverage, minimum access 
levels and export disciplines. 

Recognizing the need to win international 
support for the Canadian position, the CEMA 
Trade Committee joined the Canadian delegation 
attending the bi-annual conference of the Interna- 
tional Federation of Agricultural Producers (IFAP) 
that took place in June in Trondheim, Norway. 
The conference provided an opportunity to explain 
our position to farm leaders from other countries 
and resulted in a trade policy statement from IFAP 
that incorporated our position on the need for 
strong GATT rules and disciplines. 

As the pace of negotiating activity accelerated 
in Geneva, CEMA and the other poultry agencies 
began planning for a series of producer seminars 
on GATT that would be held across Canada in 
August. At the same time, a comprehensive “GATT 
Update” was prepared to inform producers of our 
objectives and bring them up-to-date on the trade 
talks. The seminars were attended by 1,600 


producers and industry representatives and gave a 
clear signal to Canadian officials that a satisfactory 
GATT outcome was an urgent priority for the egg 
and poultry industry. 

In the period leading up to the tabling of 
Canada’s agricultural offer on October 15th, the 


GATT ministers in the first week of December. 
The CEMA Trade Committee was on hand in 
Brussels as the prospect of an agreement evapo- 
rated. The impasse over the basic principles of an 
agreement precluded any meaningful discussion 


of Article XI. 


ational agencies joined with organizations repre- 
senting the hatchery, feed and egg and poultry 
processing industries to form an all-industry coali- 
tion. A policy statement released by the coalition in 
September expressed the concern of the entire 


industry over the GATT outcome. It called on the 


anadian Government to pursue specific objectives 

that would ensure the long term viability of the egg 

and poultry industry and the supply management 
system on which it is based. The coalition also 


Canada’s offer met the coalition’s objectives 
nd brought a certain degree of satisfaction to 
CEMA and all egg producers. Despite Canada’s 
mall voice in the trade talks, we could be satisfied 
that the position was balanced and in tune with the 
idustry’s needs. Support for a strengthened and 
larified Article XI was reaffirmed. However, it 

as quickly becoming apparent that the negotia- 
tions were running into trouble as the European 
Community failed to submit an offer on time. 
The year ended in disappointment and 
stration for everyone when the talks collapsed, 
at least temporarily, at the Brussels meeting of 


Kgg producers enter 1991 facing as much 
uncertainty as ever on the trade issue. If the 
Uruguay Round is unsuccessful, there will be 
pressure from the United States to implement the 
GATT panel decision that found Canadian import 
controls on ice cream and yogurt to be in violation 
of Article XI. This will have negative consequences 
for all commodities subject to supply management. 

_ As well, CEMA will have to remain vigilant in 
the face of the American egg industry’s contention 
that CEMA’s export activities may violate Chapter 
701.3 of the Canada-US Free Trade Agreement. 
Under this Chapter, any establishment defined as a 
“public entity” cannot sell product for export at 
less than cost. If it were defined as a public entity, 
CEMA might be prohibited from selling industrial 
product to the export market at the lower world 
price. Although CEMA does not operate as a public 
entity, the issue is still to be resolved. 


The future of 
independent farms is 
dependent upon the 
successful resolution 
of GATT talks. 
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SALMONELLA CONTROL PROGRAM: 


HEALTHY EGGS BEGIN ON THE FARM 


The threat of Salmonella contamination has 

been of growing concern in Canada’s egg industry 
since a “Salmonella scare” devastated the United 
Kingdom’s egg industry in 1988. We have also 
witnessed a Randi growing number of Salmonella 
incidents linked to eggs in the United States and 
other countries. 

While it is clear that most human cases of 
Salmonella can be attributed to improper handling 
and refrigeration of animal products, CEMA 
recognized the tendency of some consumers to 
believe that the product itself is unsafe. Moreover, 
scientists have recently demonstrated that, in rare 
cases, the Salmonella enteritidis bacteria (one of 
the 2,200 different types of Salmonella) can be 
transmitted to the interior of an egg in the process 
of its formation within the bird. 

In 1990, CEMA became more proactive 
in addressing the threat posed by Salmonella. 
Despite many unanswered questions about how 
Salmonella is transmitted and the best way to 
control it, CEMA recognized that the industry 


could not wait for all the answers. The economic 
consequences of a major incident, and the 
prospect of a gradual erosion of consumer confi- 
dence in our product, demanded an immediate 
plan of action. 

While CEMA’s Ege Quality Committee 
worked on the design of a realistic Salmonella 
Control Program, Agriculture Canada conducted a 
Canada-wide survey of commercial laying flocks to 
test for the incidence of Salmonella. No other 
country had conducted such a comprehensive 
survey. 

After several months of research, they con- 
cluded that the risk of contamination from Salmo- 
nella enteritidis in the interior portions of a Canada 
Grade A egg is less than one in a million eggs pro- 
duced. The finding was welcome news Bacatae it 
demonstrated an exceptionally low level of risk and 
put eggs on a par with many other types of food. It 
also suggested that the risk was ten times lower in 
Canada than the United States. 

However, both Agriculture Canada and 
CEMA recognized that some level of risk still 
existed. Moreover, a perceived risk is often enough 
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A clean operation is key 
to reducing the risk of 
Salmonella infection. 
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to alarm some public health officials and the media 
into advocating that consumers avoid eating eggs. 
Not only did the industry have to take on the task 
of reducing the risk of on-farm contamination to 
the lowest possible level, it also had to do every- 
thing it could to ensure that correct handling, 
refrigeration and preparation of eggs was under- 
stood and practiced at every stage, from the 
producer’s farm to the consumer’s plate. 

The Salmonella Control Program was devel- 
oped with this objective in mind and approved by 
the Board of Directors in July 1990. Involving an 
expenditure of $422,000 over two years, the pro- 
gram is progressing in phases. 

The first phase, producer education, is well 
underway. Key elements of this phase are the new 
Code of Farm Management Practice; a producer 
education video entitled Start Clean - Stay Clean; 
an on-farm disease control rating system; and on- 
farm warning signs to control movement of person- 
nel and visitors. The producer-level initiatives are 
based on the concept of biological security (or “bio- 
security”), in which various procedures are used to 
establish sanitation barriers between flocks and 
unwanted organisms. 

‘i The producer education phase began in 
November 1990 and will be applied throughout 
1991. Field staff from the provincial Boards have 
the primary responsibility for informing producers 
about Salmonella control, encouraging them to 
follow the Code, and rating them for their disease 
control practices. Reaction to the video has been 
eee positive throughout the egg and poultry 
industries in Canada and the United States. CEMA 
s achieved a position of leadership in this area. 
In 1991, the Salmonella Control Program will 
move into activities that will promote Salmonella 
control beyond the farmgate. CEMA will work with 
the erading and breaking industries, the food 
retailing industry, the food service industry and 
with consumers to ensure that Salmonella control is 
understood and practiced at every link in the 
chain. There will be an emphasis on good sanitation 


tees 


materials, educational brochures, posters and the 
hike. Financial support for applied research in the 
area of Salmonella control will also be considered. 
| While implementing the Salmonella Control 
Program, CEMA continues to work conti with 


egg industry. Agriculture Canada’s role in conduct- 


ing flock surveys, controlling imports and provid- 
ing inspection at grading an breaking g plants i is 
vital. Their role may have to expand in coming 
years. CEMA also worked closely with Health : and 
Welfare Canada in 1990 as they developed new 
euidelines for the safe handling of eggs. 


Following the Code of 
Practice will help 
producers keep their 
operations ‘Safe 

from Salmonella’. 


CEMA, the provincial Boards, producers and 
consumers can take comfort in the fact that 
a responsible and credible Salmonella Control 
Program is in place in the egg industry. To backup 
the program, the Agency also has a response 
mechanism in place which will enable it to get the 
proper information out to health officials, the 
general public and the media in the event of a 
Salmonella outbreak linked to eggs. 

With the Salmonella Control Program, 
CEMA has taken an important first step to mini- 
mize the likelihood of such outbreaks, and in turn, 
generally safeguard the industry, the product and 


the health of Canadians. 
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The circus theme of 
CEMA’s television 
commercials 
makes us feel good 
about eggs. 
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MARKETING FOR THE 90s 


The Mission 

CEMA’s team of marketing professionals has but 
one mission — to encourage the use of eggs by 
consumers, whether in the home or outside the 
home. And the latter has become such a large and 
crowing market segment, with such specialized 
needs, it is treated as a unique market, with its own 
resources. 

In concert with its provincial counterparts, 
utilizing extensive consumer research and all of the 
generally accepted techniques of consumer market- 
ing, the department defines long- and short-term 
strategies and programs to foster the continued 
good health of Canada’s egg industry. 


The Challenge: Slowing of Population Growth 
Within Canada’s food industry, growth in recent 
years has been almost entirely attributable to new 
products designed to meet the changing lifestyles of 
Canadians. This is in marked contrast to previous 
decades, when growth resulted primarily from 
population increases — quite simply, more mouths 
to feed. As a result, we’ve seen several thousand 
new food products introduced to the marketplace 
each year. Some were successful - many were not. 
But in this battle for an increased share of a pie that 
isn’t growing very much, many of the older-style 
commodity-type products — like eggs — have 
suffered loss of market share. 


Changing Lifestyles 

The traditional markets for eggs — breakfast and 
scratch baking — are two of the hardest hit by 
lifestyle changes. It has only been through a deter- 


mined advertising and promotional effort on the 
part of CEMA and its provincial counterparts that 
consumption has remained relatively stable in 
Canada, while it has been dropping significantly in 
almost every other developed country, including 


the USA. 


: Eggs as Good Value 


Price does not appear to be a significant factor 
affecting the level of consumption. Although 
Canada’s egg prices have, on average, been 
escalating at a rate of about one-half the rate of 
inflation in other food products, there has been no 
stampede to the egg case to take advantage of the 
bargain eggs represent. Moreover in California, 
where eggs sell at about twice the US average — and 
double the Ontario price (approximately $2.00 US 
per dozen) — per capita egg consumption is, if 
anything, higher than the US national average. 


Consumer Concerns About Food Safety 

What has had a greater impact, especially in the US 
and the UK, has been concerns about egg safety, 
particularly the risk of Salmonella infection. Even 
though Canadian eggs are considered among the 
safest in the world, the industry takes these 
concerns seriously and is working to reduce the risk 
of infection (see Salmonella Control Program, 


page 12). 


The “Cholesterol Myth” 

The often inaccurate links made between eggs, 
cholesterol and heart disease may have had a 
negative effect on consumption. Fortunately, the 
press, with considerable urging from the scientific 
community and health professionals, has begun to 
recognize there is a big difference between the 
cholesterol one consumes (dietary cholesterol) 
and that which causes dangerous deposits in the 
arteries (blood or serum cholesterol). More health 
professionals are focusing on fat in the diet, rather 
than dietary cholesterol. Fat is the building block 
from which our own bodies create blood 
cholesterol, that which can contribute to heart 
disease. 


Our Response: A Multi-Faceted Approach 
Extensive market research has confirmed that 
many consumers perceive eggs as boring, particu- 
larly in their usual preparations — poached, boiled, 
scrambled, fried. To address these perceptions, 
and the issue of lifestyle changes, CEMA’s television 


7 
campaign for 1989 and 1990 sought to “reposition” 
eggs in the minds of consumers. in the execution of 
this’ ‘repositioning strategy, eggs were portrayed 
as exciting, surprising, and versatile. 

At the same time, plans were made to 
refine and expand CEMA’s efforts geared toward 
children, both through TV advertising and an 
‘extensive array of educational tools for use in the 
classroom. 
: In the hospitality industry — restaurants, 
hotels, institutions — introduction of new prepara- 
tion ideas through trade shows, trade magazine 
advertising, and the supply of recipes developed 
for specific segments, were also to be expanded. 


Austerity Program: A Time for Reflection 
But in late 1989, CEMA was forced to implement a 
“severe austerity program to conserve its scarce cash 
reserves. Marketing programs took the biggest hit, 
with some programs, including new TV commer- 
cials, postponed into 1990. The entire TV campaign 
for the first 8 months of 1990 was cancelled. 
During this period of restraint, the Board 
‘commissioned an independent consulting group to 
conduct a review of the marketing activities of the 
Agency during the preceding three years. The 
objective of ie audit was to determine whether the 
pres of activities engaged in were appropriate to 
the needs of the market, and that they were 
Being conducted in a professional and fiscally- 
responsible manner. 
The report, which was quite positive in en- 
dorsing the operations of the marketing team, also 
Eronely supported the role advertising can play in 
‘influencing demand for a commodity product. 
After considerable analysis of existing research, the 
consultants concluded: “the evidence that com- 
modity products respond positively to generic 
advertising is extensive and persuasive.” 
Subsequently, at a national meeting of mar- 
keting specialists from the provincial Egg Boards 
and CEMA in April, objectives and strategies were 


One of the consultants’ recommendations was that 
EMA should become even more narrowly focussed 
in its selection of target groups for TV advertising. 
Where it had been our belief that children, as major 
menu- influencers in the home, should be one of our 
arget groups, the consultants felt we should use 


funds currently spent on children’s TV to put more 
weight into our other target group — women in the 
18-39 age group, many of whom would be parents of 


those children. 


The consultants also expressed concern that CEMA created 
our “repositioning” strategy would take longer to he 
en aee Rea a “Epada stay epenierpeeleti 8 promotions for 
reach fruition than our Board of Directors mig Nutrition Month 
wish to wait, and require significantly more dollars in March, and Egg 
than were likely to be available. Month in July. 


At the April meeting, therefore, the decision 
was made to respond to the audit by abandoning 
the “repositioning” strategy, opting instead for a 
“reinforcement” strategy — making people feel good 
about eggs — again. 

The new commercials, launched in Septem- 
ber, remind viewers that eggs are good-tasting, 
versatile, and natural. The circus theme, which 
appeals to the child inherent in all of us, entertains, 
while subtly reminding how wonderful eggs are. 


Evaluation Through Research 

To ensure the message is getting through, and that 
our commercials stand out in people’s minds, they 
were first pre-tested with sample audiences from 
our target group, and are being monitored by an 
independent advertising research company 
continuously over the life of the campaign, through 


the first half of 1991. 
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TV Only One Marketing Tool 

TV advertising is one of the most effective and 
efficient ways to reach large numbers of people 
across Canada. But many other stimuli are needed 
as well. Extensive research into shopper behaviour 
suggests a high percentage of buying decisions in 
food stores are made on the spot, influenced by 
factors such as packaging, display, and point-of- 
sale materials. 
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CEMA is working 


with health 


professionals to 


dispel myths about 


cholesterol. 
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Recognizing this, CEMA has for several years 
created major in-store retail promotions. To stimu- 
late shopper interest, some form of contest is used 
as the “hook” to encourage take-away of a recipe 
leaflet prominently offered at the egg display. 

During 1990, the Agency mounted two such 
campaigns - “Golden Goodness” during Nutrition 
Month in March, and “Take Along The Taste” for 
Egg Month in July. The latter highlighted the 
portability aspect of many egg preparations and 
featured a recipe for Strata Various Pie, a delec- 
table egg-based, multi-layered pie which could 
be prepared ahead and served cold either for a 
backyard luncheon or at a picnic. 


Targeting the Food Service Industry 

While the austerity program did not permit 
extension of this program into foodservice outlets 
as had originally been contemplated, CEMA did 
maintain its high profile with the trade through 
trade show participation, trade magazine adverti- 


sing, and collaboration with a number of provinces 
in their own individual initiatives at the local level. 


Reaching the Next Generation 
For the sixth straight year, we conducted our’ 
“Extraordinary Ege Recipe Competition”, in 


~ conjunction with the Canadian Federation of Chefs 


de Cuisine. Originally designed to demonstrate 
support for the training of young chefs in Canada 

(it is open only to apprentices and students of 
culinary institutions), this program is being phased — 
out in favour of a more direct involvement in the 


chef training program of the CFCC in 1991. 


Targeting the Different Segments 

For the first time, a merchandising calendar was 
created and distributed to the foodservice opera- 
tors, through trade magazines and provincial 
boards. Recipe suggestions, in full colour, were 
combined with tips on how to promote egg menu 
ideas at various times of the year. 

For the institutional segment, additional 
recipe sheets were added to our offering (there are 
now a total of 12 individual sheets targeted to 
this segment), and for family style restaurants, a 
series of take-out recipe ideas under the banner of 
“Express Foods” — a growing trend as recessionary 
times hit the foodservice industry. 

This business-to-business style of marketing 
is of course, quite different from the broad-based 
mass market approach necessary to reach consum- 
ers and influence their buying and consumption 
behaviour. The objective is to demonstrate why it 
makes good business sense to include some of the 
exciting new menu items we feature, as part of their 
menu offerings. 


Responding to the Nutrition Environment 
During 1991, the nutrition environment continued 
to evolve. The new Nutrition Labelling regulations 
released in late 1989 began to manifest themselves 
in an increased incidence of “no cholesterol” claims 
on food packages and in advertising. To the chagrin 
of the regulatory authorities, they appeared on 
products that never did have cholesterol, and on 
high-fat products which potentially have greater 
impact on blood cholesterol levels than cholesterol 
in the food we eat. 

Health and Welfare’s long-awaited Nutrition 
Recommendation for Canadians and Canada’s 
Guidelines for Healthy Eating were released in 
early 1990. These documents, often consulted by 


nutritionists and health professionals, will form the 
basis for revising Canada’s Food Guide in 1992, 
_and will govern food advertising. In neither docu- 
ment is there any recommendation with respect to 
eggs, or to reducing cholesterol intake. This was 
consistent with the position taken by most health 
professionals in recent years, and vindicates our 
insistence there is no valid clinical evidence to 
suggest otherwise healthy Canadians would benefit 
in any way from a lowering of cholesterol in their 
diet. 
However, that is not how many Canadians 
perceive the issue. The misconception that there is 
a direct link between cholesterol in the diet and 
cholesterol in the blood is pervasive. Despite our 
success in disseminating accurate, credible infor- 
mation to health professionals, the myth persists, 
often among respected journalists. 
When we commissioned a research study 
of physician attitudes, we found a very clear under- 
_ standing of the issue by almost all of them, and 
fewer than 10% gave out dietary advice where it 
_was not clinically warranted. Obviously the myth is 
_ perpetrated primarily by word-of-mouth, by well- 
meaning individuals who know of someone who has 
received dietary advice because they personally 
were at risk. 
Our challenge is to reach those people, 
through the health professionals and the press, to 
_reassure them that what is correct for a small per- 
centage of the population (estimated at 10-15%), 
is not correct for the remainder — and that indeed, 
cutting back on foods containing cholesterol will 
have little if any effect on their blood cholesterol 
levels. 
| The new Nutrition Recommendations do 
_ focus on the reduction of total fat in the diet, which 
_ has much greater impact on blood cholesterol. 
; Helping Health and Welfare Canada to spread the 
- good news, and take away some of the unwarranted 
_ fear now associated with some foods, including 
eggs, will be a continuing objective. 
CEMA has built a good rapport with the 
health professionals, eoneh adoption of a moder- 
5 _ate, balanced, pent heals: supportable position 
_ with respect to including eggs in a balanced diet, 
and through our participation in forums at munici- 
pal civil and national levels. 
We intend to build on that relationship, 
_ through active participation in the consultative 
process, and through our publication of credible, 
easy-to-read abliedicun 


The Next Generation of Consumers 
A continuing concern of the marketing specialists 
at the national and provincial levels has been to 
ensure the next generation of Canadians will have 
as positive a feeling about eggs as did their parents. 
Children are not only large consumers of eggs while 
in their adolescent years, they will be the main 
influence of what, in turn, their children will eat. 
Although we no longer advertise on TV to this 
target group, we have not forgotten their impor- 
tance. Our educational program encompassing 
videos, activity books, teachers’ manuals, and 
other materials continues to be an important part 
of our joint effort with provincial Boards. Each 
school year, a catalogue and order form illustrating 
the materials we offer to teachers is distributed 
provincially to all schools. Nutrition posters 
highlight the nutrient content of eggs, and will be 
supplemented in future years with more informa- 
tion from the new Nutrition Recommendations. 


Looking Ahead 

It is evident, as we look ahead, that there will be 
continued competitive pressures in the market- 
place, as food marketers seek to preserve or 
enhance their traditional shares of the consumer’s 
food dollar. 

CEMA’s challenge lies in determining how to 
compete with businesses that have a lot more mar- 
keting dollars to invest. For instance, some cereal 
companies spend as much as 12 cents out of every 
sales dollar to advertise their products. A typical 
$4.00 box of breakfast cereal would therefore 
include in its selling price 48 cents of advertising 
expense. 

By contrast, at current advertising levels, the 
price of a dozen eggs carries less than a cent and a 
half of advertising cost. Based on current consump- 
tion rates of 16-17 dozen eggs per person annually, 
this means there is less advertising money spent per 
person on eggs in an entire year than there is on a 
single box of cereal. 


A “Watershed Year” 
For CEMA, 1990 has been something of a watershed 
year. The marketing audit served a very worthwhile 
purpose in reassuring the industry of our direc- 
tions, and motivating everyone associated with egg 
marketing in Canada to press forward with renewed 
conviction that we are achieving our goals. 

We are confident 1991 will see us moving ever 
closer toward achievement of our mission. 
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OPENING THE LINES OF COMMUNICATION 


As the issues that surround our industry become 
more complex, increased importance is being 
placed on communication and consultation. In its 
Strategic Plan, the Agency has given a high priority 
to working closely with its industry partners to 
foster an environment that encourages constructive 
input to, and feedback on, programs and issues that 
are vital to the health of the industry. 

Productive relationships are key to ensuring 
that the Agency is well informed on matters of 
importance to producers and stakeholders, in 
order that it might develop efficient and fair poli- 
cies. CEMA, in turn, must effectively communicate 
these programs to all players to make certain they 
are understood. 
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Consultation with 
industry partners 
is a high priority 
with CEMA. 
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The Agency’s communication function has 
many aspects to it. One of the underlying roles is to 
promote an understanding of the supply manage- 
ment system. Those of us who work daily within the 
system often take for granted that it is understood 
and respected by others. This is not necessarily so. 
Younger producers who were not around when the 
system was set up, often need to be reminded of the 
purpose supply management serves, and how vital 
it is to their success. Moreover, the public, the 
media and often our government counterparts, 


do not always understand the merits of supply 
management as a whole, and how it works in the 
egg industry. The nature of the operational 
challenges we are facing has not made this task 
any easier. 


In addressing this, CEMA has stepped up its 


media relations efforts, and is working to provide 


information about our programs presented in a 
manner that is easy for the layman to understand. 
In December, the Agency began work on a docu- 
ment outlining the myths and realities of supply 
management and the Canadian egg industry. This 
document will be available early in 1991 and will be 
widely circulated. 

Communicating industry positions to 
federal and provincial governments on issues 
within a national and international context is also 
an important function for the Agency. The co- 
operative effort required on the part of many 
CEMA departments, producers and other industry 
partners was well demonstrated during the GATT 
negotiations. Together with the poultry sector, 
we were successful in getting the support of the 
Canadian negotiating team. But that success was 
no coincidence. Rather, it was the result of cross- 
country seminars and regular updates to keep all 
parties informed and to enhance the collective 
influence of producers. 

Communication is also an integral component 
of maintaining both egg quality and cost efficiency 
on the farm. The Salmonella Control Program 
introduced by CEMA and the provincial Boards is 
based on communication — informing the various 
participants in the egg industry on measures they 
can take to reduce the risk of infection. Moreover, 
as the Agency develops new programs aimed at 
encouraging cost efficiency, such as seasonal pric- 
ing, it will make every effort to ensure information 
about these programs is broadly disseminated and 
understood. 

The responsibility of informing our produc- 
ers and stakeholders may seem simple, but it is this 
simplicity that may cause it often to be overlooked. 
Vehicles such as this Annual Report, the Strategic 
Plan, and our bi-monthly newsletter The Egg 
Producer, can go a long way toward serving this 
purpose; as can educational material developed for 
school curriculums, and even resource information 
for health professionals. 

Maintaining links with producers across the 
country is of prime importance to CEMA. The 
Agency’s Field Inspectors play a vital role in 


sharing information and getting feedback from 

producers. CEMA will also be increasing its 

efforts to attend provincial Annual Meetings, 

which provide an ideal forum for meeting 
producers face-to-face. 

In keeping with its efforts to become more 
pro-active and dynamic, this past year the Agency 
introduced a new visual identity. Our revised logo 

retains the egg symbolizing our industry, and the 

maple leaf, which reflects our national scope, but 

presents them in a bolder, stronger manner — more 

in keeping with the 90s. 

: Throughout 1991, the Agency intends to 

further enhance its communication efforts. 

Early in the year we will be developing our first 

comprehensive Communications Plan that will 

_ outline goals, messages, and delivery vehicles. It 

will also include an important evaluation mecha- 

nism to ensure that we are meeting our goals. 

: Another key activity will include the 

_ production of an information kit. This kit will 

contain information about the supply management 

_ system, how CEMA operates, as well as fact sheets 

_ on topics such as pricing, nutrition and food safety. 
The Agency will also endeavour to become more 
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of a resource service for producers by providing 
technical information to improve farm operations. 

The Agency is also committed to making 
sreater use of the Consultative Committee as a 
forum to better understand the needs of all our 
industry partners. Communication is a two-way 
street, and concerns must be aired before they can 
be resolved. The expanded composition and man- 
date of the Committee should help considerably in 
achieving this goal. 

Maintaining a strong national supply manage- 
ment system is dependent on keeping the lines of 
communication open. We can argue that few busi- 
ness organizations are as transparent in their 
operations as CEMA, but we recognize that our 
system is unique and sometimes complex. Through 
an active communications program, we aim to 
reduce the complexity and thereby enhance the 
opportunity for problem solving. 


CEMA is enhancing 
its efforts to promote 
the merits of supply 
management. 
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SETTING THE FARMGATE PRICE 


A number of factors play a role in determining the 
producer price per dozen of Canada Grade A Large 
eggs. The Agency strives to ensure that the formula 
adequately reflects market conditions, while 
providing enough flexibility to be equitable to all 
parties involved. 

Two major revisions to the Agency’s pricing 
responsibilities and authority took place in late 
1989. As a result, the first full year of operation of 
the new national pricing formula and the Seasonal 
Pricing Program is now complete. 


Improving The Pricing Formula 

In the fall of 1989 the Board of Directors approved 
a revision to the central pricing system which is used 
to establish the Grade A Large producer price in 
each province. Due to significant disparities across 
provinces, the Board sought to find a system 
whereby a measured degree of flexibility and 
judgement could be used to establish provinces’ 
prices. 

After review of the old central pricing system 
and a newly developed “Regional Pricing” ap- 
proach, the Agency adopted a hybrid formula 
combining the positive benefits of each. 

The new pricing system takes monthly pro- 
vincial costs of production into account within each 
of the three regions of the country (west, central — 
which consists of Ontario and Quebec, and Atlantic 
Canada) and establishes a price for each region 
using the provinces of Manitoba, Ontario and 
Nova Scotia as bases. 

Using the Grade A Large prices for these base 
provinces, Grade A Large prices for the other 
provinces are established. These prices are set to 
allow for interprovincial trade, as the Agency is 
obligated to do under the Federal-Provincial 
Agreement. A small degree of flexibility is provided 
in establishing base prices to account for the costs 
of production and trade costs within each region. 

This system has been regularly compared 
to the two alternative price setting mechanisms 
mentioned above as part of an ongoing review of 
pricing. The new pricing system has proven 
superior to the alternatives in terms of the most 
consistent delivery of cost of production, allowance 
for interprovincial trade and minimization of 
overpayment. 


Becoming More Market Responsive 
The second and possibly most significant pricing 
policy initiative since the inception of central 


pricing, was the development and introduction of 
Seasonal Pricing late in 1989. After a full year of 
close scrutiny throughout 1990 the Agency has 
endorsed the program as an important and 
beneficial pricing tool. 

The Seasonal Pricing Policy allows the 


_ Agency to establish producer prices for Grade A 


eggs in flexible response to market conditions. 

It was prompted by the valid criticism that 
egg prices always seem to increase during the low 
demand periods of January and February, while 
decreasing in the high demand periods. 

The Agency recognized that this situation, 
caused by prices simply following COP values, 
unnecessarily increased surplus removal costs of 
the Agency. Furthermore, it was counterproduc- 
tive to marketing efforts and did not promote 
(in fact, it discouraged) a better match of supply 
and demand. 

Consequently, the Board approved a system 
of seasonal price adjustments that would, over the 
course of a year, provide producers their costs of 
production on average. Simply put, prices are 
adjusted downward in low demand periods and 
raised in increasing and high demand periods. The 
adjustments are balanced to yield COP on average 
by year end. Consideration is also given to the 
impact on the cash flow of producers. 

Since producers who place flocks to peak in 
the low price periods will not recover costs of 
production on average, CEMA has been reviewing 
placement patterns in each province and encourag- 
ing a systematic process to help producers adjust 
placement dates and to provide a strong incentive 
to change the pattern of supply to make the mar- 
keting system more responsive and efficient. 

The program is having a positive effect in this 
regard. It saved the Agency $189,000 in industrial 
product removal costs in 1990, and has invoked a 
very positive response from all supply management 
observers. 

However, at the retail level, seasonal pricing 
has not yet had a noticeable impact. To address 
this, the Agency will be increasing its effort to 
promote the system with the retail sector to ensure 
that consumers benefit from the Seasonal Pricing 
Program. 

Both the Seasonal Pricing Program and 
the Pricing formula change are two significant 
measures adopted by CEMA in 1990 to improve 
flexibility and demonstrate a responsible, respon- 
sive supply Management system. 
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NEST-RUN PROGRAM: 
AN EFFICIENT ALTERNATIVE 


Removing eggs in excess of regional table 
requirements can prove to be a costly exercise. 
These eggs, when produced within a province’s 
quota allocation, can be sold in shell form to other 
provinces, to the processing sector (otherwise 
known as the breaking industry) for industrial use, 
or to the export market. These latter two markets 
receive the eggs at the lower or world price, with the 
difference subsidized through the levy system. 

In order to reduce costs associated with 
industrial product removal, the Agency is develop- 
ing a program to provide the processing sector with 
nest-run, or ungraded, product. 

Currently, all product purchased from 
producers is graded according to standard classifi- 
cations of weight, size, interior and exterior 
quality. All eggs not needed for the table market 
are marked with an edible dye to distinguish them 
as breaking product. 
| Under the nest-run program, product would 
be received by breakers in an ungraded, un- 
washed, undyed form, thereby saving the expenses 
incurred in performing these functions. CEMA 
expects total cost savings to be as much as several 
cents per dozen. 

, CEMA has been working quite closely with 
its provincial counterparts, the grading industry 
and Agriculture Canada to work out the logistics 
of implementing a nest-run program. Currently 
national standards are being developed for 


nest-run classification, with the aim to have 
this program fully operational by 1995. 

With the nest-run program and the removal 
of the dyeing function for all graded product, it is 
also necessary to implement a process of checks 
and balances to ensure proper security of the 
system. Together with Agriculture Canada, the 
Agency has designed a procedure for “Third Party 
Verification.” Agriculture Canada has offered to 
evaluate a fee-for-service function that could 
integrate this verification process into its existing 
inspection role. 

As outlined in the Strategic Plan, an imple- 
mentation schedule will be developed during 1991 
with achievable targets to enable the program to be 
functional by 1995. Once all of the details are 
worked out, the nest-run program should prove to 
be viable and cost-effective. It is part of the 
Agency’s overall effort to reduce the costs of its 
market operations. 


CEMA’s Nest-run 
Program will provide 
the processing sector 
with ungraded 
product. 
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Providing nest-run 
product could save 
CEMA as much as 
several cents per 
dozen by eliminating 
grading costs. 
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Dormant Production 
is one method of 
reducing regional 
disparities in 

supply and demand. 
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DORMANT PRODUCTION PROPOSAL: 
WORKING TOWARD FAIRNESS AND FLEXIBILITY 


Balancing supply with demand is the cornerstone 
of effective supply management. The industry’s 
changing market conditions mean that the current 
allocation system, which is based on traditional 
market shares, is experiencing difficulty serving 
market needs on a regional basis. As table demand 
remains steady and demand for processed product 


increases, the cost of removing the industrial 
product on a regular basis continues to mount. 

During 1990, the Agency developed the 
dormant production concept as one means of 
making the system more market responsive, while 
retaining the principle of equity. Under the pro- 
posed program, when a province’s production 
exceeds local demand, excess quota could be pur- 
chased from producers and set aside in a “quota 
bank.” In this way all provinces retain their 
historical market share as defined in the Federal- 
Provincial Agreement. Moreover, should local 
demand increase, provinces could re-activate their 
production from the quota bank. 

Furthermore, when a national quota increase 
occurs, the proposed program would enable prov- 
inces with demand in excess of production to make 
use of that increase, while provinces with produc- 
tion in excess of demand would place the new quota 
into the dormant production account. 

The program might also include a provision 
to lease quota from producers in provinces with 


excess capacity, thereby reducing industrial prod- | 
uct removal costs. Producer involvement in any 
aspect of the program would be strictly voluntary. 


The Mechanism 

In order to implement the program, an amendment 
to the Federal-Provincial Agreement would be 
required. This amendment would give the Agency 
control of all production in dormancy. Specifically, 
it would allow the Agency to apply the liquidated 
damages provision to production levels above 
issuance, less dormant production. 

Ata meeting of the Signatories to the 
Federal-Provincial Agreement in December, it 
was determined that CEMA should continue to 
develop the program, and that the amendment to 
the Agreement should include a sunset clause, in 
the event that Signatories feel the program does 
not meet the industry’s needs. 

The proposed program also requires that a 
contract be signed between provincial Boards, 
individual producers and the Agency. This 
contract would define the terms and conditions, 
methods and requirements for all parties 
participating in the program. 


Implementation 

The dormant production concept has been 
reviewed and endorsed in principle by the National 
Poultry Task Force and the Technical Working 
Committee. During 1991, CEMA willevaluate its 
application in light of other changes to the national 
system, particularly the possible definition of new 
categories of quota. If the concept remains relevant, 
further steps will be taken to work out the 
administrative details and the means of involving 
and compensating individual producers who elect — 
to participate in the program. 

CEMA will continue to monitor and refine 
this program so that it is capable of making its full 
contribution to CEMA’s efforts to rebalance supply 
with demand. 
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Derived from Agriculture Canada reports, this 
comparison of Grade A supply and demand reflects 

the generation, on a seasonal basis, of product 
declared in excess of table demand. The gap 

between the curves represents declared product 
which is the result of size demand imbalances and 
quota policy. This product is available for sale by 


CEMA to other provincial table egg markets and 

to egg processors. High seasonal declarations, as 
indicated by the supply/demand gap in the first two 
months, are the target of CEMA’s Seasonal Pricing 
Program — an effort by the Agency to become more 
market responsive by encouraging a better balance 
between supply and demand. 


The costs of production (COP) throughout Canada 
emained relatively stable throughout 1990. 
_ Fluctuation was primarily caused by declines in 
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September December 


from the earlier drought-induced highs. The 


COP, reflect the seasonality of table egg demand. 
Adjustments were a maximum of four cents per 


dozen above and below the COP. 
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pattern of seasonal price adjustments, following the 


SUPPLY vs 
TABLE DEMAND 
1990 Canada 

Boxes of 15 dozen 
(thousands) 


L} DOMESTIC SUPPLY 


ESTIMATED TABLE 
DISAPPEARANCE 
(GRADE A) 


COST OF 
PRODUCTION vs 
SEASONAL PRICE 
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1989 AND 
1990 TOTAL 


SUPPLY 


All grades plus 
imports 

Boxes of 15 dozen 
(millions) 


DECLARATIONS 
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1989 AND 
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AND 
INVENTORY 


Average number 
of layers (millions) 
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Due to the quota cuts throughout 1989 and 1990, 
the level of product declared to CEMA has 
continued to decline. Total declarations in 1990 
were four percent under last year. Of this, the 
Agency sold an increased proportion to the 
domestic table and egg processor markets. 
Interprovincial sales of declared product to table 
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markets increased by 95 percent to 119,000 boxes, 
reflecting the need to fill strong size demands in 
central Canada. Export sales declined approx- 
imately 45 percent due to the supply reductions 
and continued strength in the domestic processor 
requirement. 
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The 1989 and 1990 quota issuance levels were both 
affected by quota cuts. Reductions in January and 
August 1989 lowered quota levels to about four 
percent under 1988. A further two percent reduc- 
tion in hens issued in May 1990 caused this year’s 


level to sink slightly again. Graphically, the height 
of the bars presents the annual average quota levels. 
The white bars reflect average hen inventory levels 
in each province, reflecting the 97 percent levels 
authorized by the Federal-Provincial Agreement. 
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Considerable review of the feasibility of supplying 
ungraded product to the egg processing sector is 
now taking place. The review typically relies on 
comparisons of feed and pullet costs versus revenue 
from sales to processors (the nest-run price). This 
comparison does not necessarily reflect profit 


opportunity, since marketing costs (shipping and 
handling) and the other direct costs are not 
represented. Nonetheless, the seasonal pattern 
displays some opportunity for a viable market, 
presently supplied by the industrial product 
removal program. 


NEST-RUN 
PRODUCER 
PRICE vs FEED 
& PULLET 


COSTS 
National Weighted 
Average (N.W.A.) 
For Canada 1990 


L} DOMESTIC HEAVY 
NEST RUN PRICE 


NWA FEED & PULLET 
COST 


The breakdown of the COP components on a 
national weighted average basis clearly displays the 
continued importance and impact of feed costs 
reflected directly and indirectly through the pullet 
component. In 1990, the levy assessment included 
in the producer price continued to represent a 
significant portion of the trading price at farmgate. 


The supply management system of COP-based 
pricing continues to show that the price consumers 
pay for shell eggs is increasing at a rate significantly 
less than that of the general food price. Using 1976 
as the base, the year that central pricing based on 
costs of production commenced, the comparison of 
indices shows a 68 percent increase in the retail 
price for eggs over the 14 years versus a 158 percent 
average jump in the price of all foods over the same 
period. Extensive productivity improvements and 
increases in efficiency put in place to counter rising 
input costs, coupled with the discipline provided by 
COP-based pricing, helps keep eggs prices well 
under the rate of inflation. 
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ACROSS THE PROVINCES 


ALLOCATIONS 

AND 

INVENTORIES BRITISH COLUMBIA 2,259,652 2,202,794 96.82 

1990* ALBERTA 1,471,579 1,388,775 94.28 

* Allocation refers to total SASKATCHEWAN 776,529 707,025 91.65 

quota issuance allowed 

under the Federal- MANITOBA 2,159,681 2,066,126 95.05 

Provincial Agreement. x 3 6.621.626 95.36 

Two percent quota cut ONTARIO 6,885,21 621,6 : 

occurred May 1, 1990. QUEBEC 3,053,415 2,947,514 95.74 

Allocation shown is after 

Inventory refers to the NOVA SCOTIA 795,829 760,650 94.70 

number of layers in 

provincial flocks as verified 12) Bele 134,372 120,129 88.89 

by CEMA Hen Inventory 

Audits. NEWFOUNDLAND 415,818 378,169 90.33 

Inventories are based ona ; 

52 week average. CANADA 18,349,308 17,571,824 95.12 

ELLE PEN TE EL SSE ES TIN DN EE ES 

AVERAGE OE NUMBER OF 

LAYERS PER BG 14673 14879 15029 15122 PRODUCERS B.C. 154 155 162 161 

PRODUCER ALTA. 6454 6417 6481 6509 PER PROVINCE ALTA. 228 230 257 231 

Based on NFPMC SASK. 9829 9512 8656 8550 Figures as of SASK. 79 80 81 82 

Allocation December 31, 1990. 

1990 National Average MAN. 9349 9178 9687 9646 (Figures for earlier years MAN. 231 240) 240 241 

based on allocation can be obtained from ‘ ‘ 

after May 1, 1990 two ONT. 10560 10358 10580 10038 CEMA). ONT. 652 682 704 742 

percent quota cut. QUE. 12008 17880 16992 17082 QUE. 171 GS) 190 189 

Figures as of 

bearers 1990. N.B. 20906 18424 18164 17407 N.B. 19 22 23 24 

(Figures for earlier years N.S. 20943 20453 = 20300-~=S- 20300 N.S. 38 40 42 42 

can be obtained from 

CEMA). P.E.I. 9375 9078 4923 4605 leet Delle 25 ed 29 3] 
NFLD. 14339 13687 14252 13388 NFLD. 29 31 BH! 33 
NAT. AVG. 11285 11132 11244. 10978 TOTAL 1626 1682 1734. 1776 


ACROSS THE 
PROVINCES 
COMPOSITE 
REPORT 


Estimated interprovincial 
movement of table eqgs 
during 1990. 

Data in boxes of 15 dozen. 
The above excludes CEMA 
table export movement. 
The above includes CEMA 
removal of industrial 
product. 
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ALTA : 13987 17521129511 
SASK 225204 |e 225294 
MAN, 46949 142416 68795 459672 3565 721397 
ONT. | 1359835 
QUE. 200301 | 3832 485 204618 
N.B. fe 895 8224 
N.S. 4157 425 45584 10964 61730 
PEL 755 755 
NFLD. 

N.W.T. 

YUKON : 
Punthases 142344. 367710 71403 664730 1360261 50171 7328 12344 17552 29473 2723316 
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CANADIAN EGG MARKETING AGENCY 
FINANCIAL STATEMENTS 


Fifty-two week period ended December 29, 1990 


AUDITORS’ REPORT 


The Minister of Agriculture 


Government of Canada 


The National Farm Products 
Marketing Council 


The Members 
Canadian Egg Marketing Agency 


We have audited the balance sheet of the Marketing Operations Accounts and the Administration Account of the 
Canadian Egg Marketing Agency as at December 29, 1990 and the statement of operations and balance of funds of 
the Marketing Operations Accounts and the Administration Account for the fifty-two week period then ended. These 
financial statements are the responsibility of the Agency’s management. Our responsibility is to express an opinion 
on these financial statements based on our audit. 


Except as explained in the following paragraph, we conducted our audit in accordance with generally accepted 
auditing standards. Those standards require that we plan and perform an audit to obtain reasonable assurance 
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as evaluating the overall financial 
_ statement presentation. 


In common with many agricultural products marketing agencies, the Agency derives revenue from levy and service 
fees charged to producers based on marketings. Due to the structure of the egg producers’ levy and service fees, our 
verification of these revenues was limited to the amounts recorded in the accounts of the Agency and we were not 
able to determine whether any adjustments might be necessary to levy and service fee income, excess of revenue over 
expenses, assets and balance of funds. 


In our opinion, except for the effects of adjustments, if any, which we might have determined to be necessary had we 
been able to satisfy ourselves concerning the completeness of income from levy and service fees referred to in the 
preceding paragraph, these financial statements present fairly, in all material respects, the financial position of the 
Agency as at December 29, 1990 and the results of its operations and the changes in its financial position for the year 
then ended in accordance with generally accepted accounting principles. 


The comparative figures for 1989 were reported on by another firm of chartered accountants. 


By ick 


Chartered Accountants 


Ottawa, Canada 


February 18, 1991 
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CANADIAN EGG MARKETING AGENCY 


BALANCE SHEET 


December 29, 1990, with comparative figures for December 30, 1989 
($000's) 


Market 
Operations Administration 
Accounts Account 
(Schedule) 
ASSETS 
Current assets: 
Cash $ 043 $ 200 
Accounts receivable (note 3) 7,144 752 
Inventory 404. — 
Inter-account receivable (payable) (5,203) 5,203 
2,888 6,155 
Fixed assets: 
Computer, equipment 
and leasehold improvements == 1,107 
Accumulated depreciation and amortization — (649) 
— 458 
$ 2,888  $ 6,613 
LIABILITIES AND BALANCE OF FUNDS 
Current liabilities: 
Loans (note 4) $ — $ os 
Accounts payable and accrued liabilities 4,518 863 
4,518 863 
Balance of funds (1,630) 5,750 
Commitments (note 7) 
$ 2,888 $ 6,613 


See accompanying notes to financial statements. 


On behalf of the Agency: 


, Chairman of the Board of Directors 


. , Chairman of the Audit Committee 
\ 


1990 


Total 


1989 


Total | 
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CANADIAN EGG MARKETING AGENCY 


STATEMENT OF OPERATIONS AND BALANCE OF FUNDS 
Fifty-two week period ended December 29, 1990, with comparative figures for 
8 eae week period ended December 30, 1989 
$ 


Market 
Operations Administration 
Accounts Account 


(Schedule) 
REVENUE: 
Egg sales $ 41,075 $ — 41,075 | $ 40,784 
Levy, service fees and contributions 49,247 8,321 97,568 54,673 
Interest and other income 1,545 660 2,205 3,770 
. 91,867 8,981 100,848 99,227 
EXPENSES: 
Trade operations: 
Egg purchases 73,878 — 73,878 77,750 
Packaging 1,828 _— 1,828 1,945 
Dyeing and storage 528 — 5928 626 
Transportation and handling 2,285 = 2,285 2,169 
Provincial agents’ fees — — _- 182 
Interest 2,510 = 2,510 2,518 
Brokerage, customs and excise 32 = 32 26 
Other 63 — 63 70 
Fowl removal program 1,207 _ 1,207 2,199 
82,331 —_ 82,331 87,485 
Marketing expenses -- 2,766 2,766 3,193 
Salaries — 1,958 1,958 1,833 
Professional fees and consulting — 403 403 335 
Meetings and travel _— 982 982 698 
Office — 220 225 267 
Research and development _ 315 315 179 
Telephone and facsimile -—— 98 98 94 
Rent — 307 307 199 
Communications — 230 230 92 
Per diems — 248 248 208 
Other administrative _ 113 113 PAI 
Depreciation and amortization — 95 95 100 
Recovery of uncollectible levy, service 
fees and contributions (118) (21) (139) ( 674) 
Donation of eggs 152 _ 152 138 
82,365 7,719 90,084 94,368 
Excess of revenue over expenses 9,502 1,262 10,764 4,859 
Balance of funds, beginning of period (L132) 4,488 (6,644) (11,503) 
Balance of funds, end of period $ (1,630) $ 5,750 | $ 4,120 | $ (6,644) 


. . SS SSS 
See accompanying notes to financial statements. 
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CANADIAN EGG MARKETING AGENCY 


NOTES TO FINANCIAL STATEMENTS 
December 29, 1990 


1. Activities of the Agency: 
(a) Objective of the Agency: 
The Canadian Egg Marketing Agency was established to ensure the orderly marketing of eggs in Canada. 
(b) Levy, service fees and contributions: 


The provincial egg marketing boards have agreed to act as agents of the Agency for the collection, control 
and remittance of the levy imposed by the Agency. Further amounts are paid to the Agency by the 
provincial boards to finance the national product removal system pursuant to the supplementary federal- 
provincial agreement and, in the case of Quebec and Alberta, through service fees payable pursuant to a 
commercial contract. 


(c) Removal activities: 
The Agency purchases, at specified buy-back prices, all eggs that meet Agency specifications that have 
been declared by the provincial boards as excess to their table market requirements. 
2. Significant accounting policies: 
(a) Basis of accounting: 


Operations are recorded in three accounts. The product removal levy, service fees and contributions are 
allocated to the Domestic Account and Export Account. All transactions involving the buying and selling of 
declared eggs are recorded in the Domestic Account for domestic sales of product and the Export Account 
for export sales of product excess to the domestic requirement. The administration levy and service fees 
and all administrative expenses are recorded in the Administration Account. 


(b) Inventory: 


Inventory of shell eggs is valued at the lower of cost and net realizable value. Shell eggs consist of eggs 
declared to the Agency but unsold at the end of the period. All shell eggs were sold subsequent to the end 
of the period. 


(c) Fixed assets: 


Fixed assets are recorded at cost. Depreciation and amortization of fixed assets are calculated using the 
straight-line method over their anticipated useful lives as follows: 


Asset Basis 
Office equipment 10 years 
Computer 5 years 
Leasehold improvements over term of lease 
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CANADIAN EGG MARKETING AGENCY 
NOTES TO FINANCIAL STATEMENTS, CONT, 


December 29, 1990 
($000's) 


3. Accounts receivable: 


Accounts receivable consist of the following: 


December 29 December 30 
1990 1989 
er RAO SSE REESE ROSE SD) ERB ESET OBL SRE SY WI POT 
Market 
Operations Administration 
Accounts Account Total Total 
Levy, service fees and contributions net of 
allowances for uncollectible amounts of 
$311,000 (1989 - $547,000) $ 4,239 $ 672 $ 4,911 $ 4,965 
Egg sales 2,756 _ 2,756 2,485 
Other seats ea eae TN Uy) GU Se ee D ahs bs. 2° 808 
$ 7,144 §$ 752 $ 7,896 | $ Tele 


~ 


Loans: 


During 1990, the Agency repaid loans from the bank and certain provincial boards totalling $9.9 million. The 
repayment of the demand loan to the bank was split between a non-revolving portion of $4.0 million and a 
revolving portion of $4.9 million. 


The Agency currently maintains a revolving line of credit with a total approval limit of $7.0 million secured by a 
demand debenture agreement. As at December 29, 1990, no amounts were outstanding on the line of credit. 


Interest expense recorded in the Domestic Account includes $609,000 (1989 - $389,000) paid to the 
Administration Account and $1,218,000 (1989 - $267,000) paid to the Export Account on inter-account loan. 


5. Contingent liabilities: 


At December 29, 1990, the Agency had not received all the documentation needed to substantiate that all of the 
sales recorded in the export account were in fact export sales. In the event adequate documentation is not 
received, then a portion of these sales may be treated as sales to the domestic market. Accordingly, the net cost of 
these sales transactions will be charged to the domestic account. 


At December 29, 1990, the maximum contingent liability to the domestic account resulting from the 
undocumented export sales amounted to $489,000 (1989 - $3,915,000). 


31 


32 


CANADIAN EGG MARKETING AGENCY 
NOTES TO FINANCIAL STATEMENTS, CONT. 


December 29, 1990 


6. Inter-account transfers: 


———— a a 


During 1990, the Agency established that a portion of sales originally reflected in the Export Account were 
in fact sales that should have been charged to the Domestic Account (see note 5). 


The net cost of these sales transferred to the Domestic Account amounted to $593,000 (1989 - $9,649,400). 


— 


In addition, during 1990, a portion of the sales originally recorded as domestic sales were in fact export sales. 
These sales arise when product purchased as domestic commitments are broken down between yolk and 
albumen and the albumen portion is exported. As a result, upon receipt of proof of export, a transfer of the 
cost of the albumen product is made from the Domestic to the Export Account. 


In 1990, the net cost of these sales transferred to the Export Account amounted to $1,534,000 
(1989 - $3,567,000) and were netted against egg purchases. 


7. Commitments: } 
The Agency is committed under the terms of operating lease contracts for the rental of premises in the aggregate | 
amount of $1,792,900 as follows: 


1991 $ 182,000 
1992 194,000 
1993 206,000 
1994. 242,000 
1995 242,000 
Thereafter 726,900 


8. Comparative figures: 


Certain of the comparative figures have been reclassified to conform with the financial statement presentation 
adopted for the current year. 


9. Statement of changes in financial position: 


No statement of changes in financial position has been presented as it would not provide additional meaningful 
information. 


10. Financial statement approval: 
These financial statements were approved by the Audit Committee of the Agency on February 26, 1991. 


CANADIAN EGG MARKETING AGENCY 
SCHEDULE — MARKET OPERATIONS ACCOUNTS 


BALANCE SHEET 


December 29, 1990, with comparative figures for December 30, 1989 


-($000's) 
1990 1989 
Total Market Total Market 
Domestic Export Operations Operations 
Account Account Accounts Accounts 
ASSETS 
Current assets: 
Cash $ 453 $ 90 | $ 543 | $ 223 
Accounts receivable 6,025 1,119 7,144 6,944 
Inventory 304 100 404 564 
Inter-account receivable (payable) (17,250) 12,047 (5,203) (3,874) 
$ (10,468) $ 13,356 | $ 2,888 | $ 3,857 
LIABILITIES AND BALANCE OF FUNDS 
Current liabilities: 
Bank loans $ =. $ — | $ — | $ 9,900 
Accounts payable and accrued liabilities 4,111 407 4,518 9,089 
4,111 407 4,518 14,989 
Balance of funds (14,579) 12,949 (1,630) (11,132) 
$ (10,468) $ 13,356 | $ 2,888 | $ 3,807 
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CANADIAN EGG MARKETING AGENCY 


SCHEDULE — MARKET OPERATIONS ACCOUNTS 
STATEMENT OF OPERATIONS AND DEFICIT 


Fifty-two week period ended December 29, 1990, with comparative figures for 
the fifty-two week period ended December 30, 1989 


($000's) 
1990 1989 
Total Market Total market 
Domestic Export Operations Operations 
Account Account Accounts Accounts |. 
REVENUE: 
Egg sales $ 35. 1380 es 2.937 1 et 41,075 | $ 40,784. 
Levy, service fees and contributions 37,823 11,424 49,247 46,352 
Interest and other income 84. 1,461 1,545 3,349 
Inter-account transfers (note 6) (593) 593 — — 
75,452 16,415 91,867 90,485 
EXPENSES: 
Trade operations: 
Egg purchases 63,462 10,416 73,878 77,750 
Packaging 1,612 216 1,828 1,945 
Dyeing and storage 475 53 528 626 
Transportation and handling 1,715 370 2,285 2,169 
Provincial agents’ fees _ — — 182 
Interest 2,405 105 2,510 2,010 
Brokerage, customs and excise — 32 32 26 
Other 63 a 63 70 
Fowl removal program — 1,207 1,207 2,199 
69,732 12,599 82,331 87,485 
Recovery of uncollectible levy, service fees 
and contributions (81) (37) (118) (461) 
Donation of eggs 70 82 152 138 
69,721 12,644 82,365 (323) | 
Excess of revenue over expenses tail | Sune 9,502 3,323 
Balance of funds, beginning of period (20,310) 9,178 (11,132) (14,455) 
Balance of funds, end of period $ (14,579) $ 12,949 | $ (1,630) | $ (11,132) 
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CEMA’S 207 ANNUAL REPORT 


20th Annual Report of the Canadian Egg Marketing Agency 
for presentation to The Honourable Charles Mayer, 
Minister of Agriculture, the National Farm Products 


Marketing Council, the 20th Annual Producers’ Conference, 


Wednesday, March 24, 1993 


CEMA’S MISSION STATEMENT 


To effectively manage the production, pricing, distribution 
and disposition of eggs in Canada, and to promote the 
sale of eggs, so that: the consumer receives a supply of 

quality product at a fair price; the producer receives a fair 

return; opportunities in the development of new uses 


and markets for eggs are encouraged. 


1992 BOARD OF DIRECTORS 


Seated - Back Row (left to right) - Robert Murphy (Newfoundland), John Eyking (Nova Scotia), Ken Tjaden (Chairman), 
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Seated - Front Row (left to right) - Frank Friesen (Manitoba), Peter Vriends (P.E.I), Helen Tymoczko (Director-at-Large), 
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REPORT OF THE CHAIRMAN 


Prreeeeeeeee ree errr rer te etree 


t seems 1992 closed with many of the same 
problems that it began with. Our two major 
problems, one internal and therefore well within 
the industry’s control and one external and 
difficult to control, still plague us. 
Signatories to the Federal-Provincial 
Agreement on egg marketing are still 
unable to agree on the appropriate 
financing for industrial product 
removal, and the GATT negotiations 
have yet to reach a conclusion. 

For the Canadian Egg Marketing 
Agency, it may be time for more than 
a little soul searching. It may be time 
to return to the initial principles which 
were felt so strongly by the farmers 
who, 20 years ago, banded together 
to form supply management. The 
principle of equal and fair returns to 
producers must be reiterated time and 
time again as the pressures of modern-day eco- 
nomic forces and modern-day federal-provincial 
politics take their toll. 

Our difficulties began in the mid-1980s when 
financial pressures on the Agency soared, result- 
ing by the end of the decade in an unprecedented 
$15 million debt in the fund used to remove 
industrial product. Finding ways to share the 
loss proved difficult. Directors’ seminars, a 
technical working group and in 1992, a Review 
Committee of signatory representatives, followed 
in an attempt to find an acceptable arrangement 
for financing the removal of industrial product 
for the future. 

The roller-coaster ride of 1992 culminated 
in a Review Committee Memorandum of 
Understanding which seemed to hold much 
promise because it was supported by almost all 
signatories. The difficulty with the Memorandum 
of Understanding was that it moved away from 
the very early principle of producers equally shar- 
ing the gains and the losses. So, as disappointing 


“4S it was not to reach agreement when it seemed 


within oWf grasp, it may, in the long run, be 
etter that the industry has this opportunity to 
take a step*back so a harder look at the Review 


Committee’s recommendation can take place. 
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For a few weeks, the Agency agreed to serve 
as broker until satisfactory financial arrange- 
ments were made for 1993. 

Three years ago, I accepted the challenge of 
being Chairman of CEMA because | 
was concerned about the storm clouds 
on the horizon and wanted to play a 
role in finding a solution. Because my 
work and the work of the Agency is 
still incomplete, I have accepted 
another appointment as Chairman. 
And I do this because I am convinced 
that, as we did 20 years ago, we will 
come together to protect the future of 
our families and our farms. 

This conviction stems from our 
unity which is displayed when outside 
forces threaten our futures. Producer 
unanimity was very evident in 1992 
as producers of supply-managed com- 
modities came together to launch the largest rally 
ever on Parliament Hill. February 21, 1992, was 
an historic day and an emotional day for the 
40,000 who gathered in Ottawa. 

It is very unfortunate that the drawn-out talks 
of the Uruguay Round of the General Agreement 
on Tariffs and Trade (GATT) have still not been 
resolved. After six years, this has created a great 
deal of instability in the farm sector and related 
industries within Canada. Egg producers are fear- 
ful of the future and have put off expansions 
or improvements to their operations. This 
has the potential to result in the serious erosion 
of the infrastructure used for egg production and 
marketing in Canada. 

What must be remembered is that the talks 
have only been going on for six years. It seems 
like a long time but other GATT rounds have 
gone longer. 

No matter how desirable it is to conclude the 
current round, it is also clear that the deal must 
be a good one for Canadian farmers. Canada’s 
balanced trade position is indeed among the 
sounder of the positions taken to the Geneva 
negotiating table. Canada, with its export inter- 
ests and a supply management system for domes- 


tically oriented industries, has gone into Geneva 


with a two-pronged approach: a reduction in 
export subsidies and the clarification and 
strengthening of Article XI. 

There has been sympathy for Canada’s posi- 
tion on export subsidies but there is less sympa- 
thy for Canada’s position on Article XI. 
Nonetheless, the prospects of having Canada’s 
position accepted have never been greater at 
Geneva. Although few countries are outwardly 
supporting Article XI, no country is putting pres- 
sure on Canadian negotiators to abandon the 
position. And because the United States and the 
European Community are seeking changes to the 
Dunkel text, which was billed as the final draft 
of a new GATT agreement, Canada and other 
countries are in an excellent position to request 
changes as well. 

The supply management industries and all of 
Canadian agriculture can come out winners from 
the GATT negotiations. It was our unity that 
enabled us to continue with supply management 
in eggs, dairy and poultry in the context of a 
North American trading bloc. 

Besides our successes on trade issues, CEMA’s 
improved consultation with industry partners can 
also be chalked up on the success side of the 
1992 ledger. CEMA’s Consultative Committee 
allows CEMA to do more listening than ever 
before, taking into account the concerns of all 
who have a stake in Canada’s egg industry. The 
partners do not, of course, always agree but there 
is a means in place to hear the views and increase 
industry responsiveness as a result. 

Some of the challenges facing egg producers 
face the rural community as a whole. At one 
time, agriculture was the backbone of rural life, 
driving the rural economy. Agricultural services, 
schools, hospitals, community centres, small 
independent stores and post offices dotted our 
countryside to serve the needs of farmers. As the 
farm population declined with the advent of big- 
ger but fewer farms and then as agriculture found 
it increasingly difficult to make money, there was 
less of a need for the services that supported 
farmers. As stores and other services closed, rural 
communities became less attractive to young peo- 


ple, causing them to move to the cities. 


It is debatable that the current prescription for 
competitiveness is the answer to what ails us. 
Competitiveness, according to the philosophy 
which seems to predominate government and 
influential academic circles today, is seen to be an 
international aggressiveness where only those 
who can compete on the export market ought to 
survive. Indeed, producer survival on this export 
market for many commodities has only been pos- 
sible through a tremendous drain on the federal 
treasury. As well, there is need for products on 
the domestic market in which there is no large 
export need. The current competitiveness philoso- 
phy is contrary to the philosophy of supply man- 
agement and does not provide solutions to the 
rural crisis facing Canada. 

What will help to reverse this trend of rural 
decline is the development of comprehensive 
policy formed in consultation with all levels of 
government and with the groups most affected: 
the agricultural community and others who live 
in rural Canada. The right of farmers to make a 
fair return for the food they produce must be rec- 
ognized if the rural economy is to be sustained. 
This is a philosophy which has been held for the 
past 20 years by this country’s egg producers. 

1992 has been an exceptionally challenging 
year for the Agency. Without doubt the most 
urgent challenge as we enter 1993 is the industri- 
al removal program. Trade remains a challenge 
for us too. We can use the same solidarity we so 
forcefully demonstrated in 1992 to channel our 
energies in 1993. 

The ability of the Agency to tackle the major 
challenges of the day rests in large part to the 
efforts of the Board of Directors. The dedication 
and hard work of directors over the past year 
were instrumental in the work of the Agency. The 
efforts of the Review Committee must also be 
noted. The Review Committee permitted a thor- 
ough study of options and provided an excellent 
forum for discussion. 

Finally, my personal thanks go to the people 
who saw producers through the day-to-day 
operations of egg marketing in Canada: Chief 
Executive Officer Gerry Gartner and his staff. 
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or the Canadian Egg Marketing Agency, 1992 
was in many respects, a watershed year. As the 
Agency marked its 20th anniversary, challenges 
were faced at virtually every turn but the ability 
of the Agency to face those challenges 
head-on resulted in numerous achieve- 
ments. Among the greatest of our 
accomplishments was helping to orga- 


nize an historic demonstration of 


WAS ANXIOUS TO 


national producer unity, creation of a 
unified marketing program for 1993 
and an administrative restructuring. 

Trade remains an important item 
on the CEMA agenda. CEMA worked 
extensively with other national supply 
management organizations through- 
out 1992 to ensure government con- 
tinued to support, as part of its trade 
position, a clarified and strengthened 
Article XI of the General Agreement 
on Tariffs and Trade. CEMA worked 
cooperatively to organize a special 
meeting of supply management pro- 
ducers in February, to have the Prime 
Minister meet with producers at that time and to 
hold an historic Parliament Hill rally only days 
later. At the same time, CEMA Vice-Chairman 
Felix Destrijker accompanied other farmers and 
federal ministers on a European trade mission. 
Egg, poultry and dairy producers combined 
efforts with producers of non-supply-managed 
commodities and with business to stage one of 
the largest Parliament Hill rallies ever in 
Canadian history. 

Despite our efforts, we still had not achieved 
at year’s end a clarified and strengthened Article 
XI. Our efforts in support of supply management 
in the global community will have to go with us 
intosl993; 

The challenge facing us on the trade front 
in 1993 will be to adjust to new trading relation- 
ships as they develop. There will be many 


‘ananswered questions at the negotiating table in 


Geneva afd CEMA will work hard to ensure the 
interests of supply management are heard. Just as 
the Canadian government was anxious to wrap 
up a North American Free Trade Agreement, so 
too will it want to pursue other strategic 
alltaiices. CEMA will study these developments 
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carefully and work hard to ensure a healthy 

Canadian egg industry for the future. 
As a tesult of a report released by the 
Canadian International Trade Tribunal (CITT), 
CEMA will continue its efforts to have 


JUST AS THE 


an auction system adopted for global 
imports permitted under the Canada- 
United States Free Trade Agreement. 
The Agency has advocated that such a 
system would ensure eggs are deliv- 
ered when and to where they are 
needed the most. Although the CITT 
report did not recommend all of the 
characteristics of the auction system 
suggested by CEMA, its support of the 
concept was encouraging. The govern- 
ment, however, is under no obligation 
to adopt the recommendations in the 
CITT report. Consequently, CEMA will 
pursue this issue with government, 
strongly recommending, once again, 
an auction system for global imports 
with auction revenues appropriately 
channelled to the market. 

CEMA, too, can look upon 1992 as a year 
when major breakthroughs were made in market- 
ing. The Agency took the initiative to improve 
the dialogue with the provincial marketing 
boards regarding the way eggs are promoted to 
the public. As a result of this cooperative effort, 
CEMA and the boards agreed to a common mar- 
keting approach for 1993. 

Independent research has pointed to the 
soundness in CEMA’s marketing program. 
CEMA’s advertisements promoting eggs as eco- 
nomical, versatile and nutritious are remembered 
by consumers. 

CEMA achieved many successes on the admin- 
istrative level as well. Staff adapted to a major 
restructuring of the Agency which saw the devel- 
opment of three divisions: administration, 
finance and operations. This restructuring linked 
related units and departments into divisions, 
facilitating the ability of staff members to see 
how they affected the overall Agency operations. 
This restructuring left behind the Agency’s old 
departmental structure and is part of continuing 
efforts begun about four years ago to improve 
the Agency’s efficiency. 


Part and parcel of the restructuring was the 
formation of a Management Committee of 
senior staff officers. This committee helps to 
establish the communications needed among the 
three divisions. 

As well, at year’s end, the Agency’s pay equity 
program had been firmly established. CEMA’s 
Pay Equity Committee met throughout the year 
and reviewed staff positions so the changes in 
responsibility due to the restructuring reflected 
the positions’ rankings within the organization. 

Senior and intermediate personnel also under- 
took a performance management program. This 
program provided the management training need- 
ed to motivate employees, improve effectiveness 
and assess progress. 

CEMA can also continue to claim success for 
its salmonella program. Field inspectors report 
substantial enthusiasm among producers and 
graders for the program. The Agency’s kit for the 
foodservice industry was also well received. 
About 10,000 were delivered in March and 
demand was so great, approximately 3,000 more 
were sent out. The challenge in 1993 will be to 
extend the salmonella control program to the 
retail and consumer levels. 

While CEMA can claim many successes during 
1992, the Agency also experienced its share 
of disappointments. Without doubt, the biggest 
disappointment was the failure of the signatories 
to the Federal-Provincial Agreement to reach 
consensus on the program governing industrial 
product removal. 

CEMA made every effort to serve as a concilia- 
tor in a lengthy negotiation designed to develop a 
new operations plan governing 1993 egg market- 
ing. In the end, a Review Committee made up of 
representatives of signatories, put forward a plan 
which would have changed, in a fundamental 
way, how CEMA does business with the provin- 
cial marketing boards and the nature of the 
Federal-Provincial Agreement. 

The Agency, anxious to have matters resolved 
for 1993, took a proactive role in its dealings 
with the Review Committee, which had been 
appointed by the National Farm Products 
Marketing Council. The Agency gathered 
and analyzed statistical information about the 
industry on behalf of the Review Committee and 


presented options. These efforts permitted the 
Committee to study the implications of the many 
alternatives considered. 

When the Review Committee’s deliberations 
stalled in September, CEMA was asked by Council 
and agreed to facilitate a reopening of negotia- 
tions. A plan was devised and subsequently 
approved to adopt, for 1993, a variable levy for 
production over the natural overrun, thereby 
shifting a greater portion of the financial respon- 
sibility for industrial product from consumers to 
the provinces. 

Despite this agreement, it became obvious at 
year’s end that an impasse had been reached and 
unanimous approval would not be achieved by 
signatories. This put the Agency in an exception- 
ally difficult financial position as it entered 1993. 
Although a Levy Order had been approved by 
Council, it was not at all clear that the provincial 
boards would remit according to the Order. 

Our greatest challenge in 1993 will be to 
develop a nationally acceptable industrial product 
removal program. A critical point has been 
reached in our supply management history and 
a resolution must be found and it must be 
found quickly. 

Another major challenge facing CEMA in 1993 
will be further segmentation of the market for 
pricing purposes. Segmented pricing was identi- 
fied as a goal in the Agency’s 1990 strategic plan, 
Vision 2000. 

CEMA recognizes the need to segment the 
processing market and increase price on those 
end-use markets able to bear it. More and more 
industrial product is being used by the hotel, 
restaurant and institutional trade for price, conve- 
nience and perceived food safety reasons. This 
shift from shell to processed product is placing 
undue pressure on levies. 

CEMA has had more than its share of 
challenges in 1992. Hand in hand with those 
challenges, however, have been accomplishments 
which make the challenges well worth it. The 
commitment of CEMA’s Board of Directors, 
Agency Chairman Ken Tjaden, CEMA staff and 
our industry partners has permitted us to achieve 
these major accomplishments. With their contin- 
ued support, CEMA will enjoy similar successes 
in 1993. 
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ighly nutritious, economical, versatile and easy to 
prepare, eggs, it seems, should be a natural seller. 
Over the years, however, egg consumption has 
been fairly static, perhaps due to the growing 
number of competitive food products available 
on the market. Sedentary lifestyles and health 
concerns, no matter how unfounded, have also 
placed downward pressure on consumption in 
Canada. Without aggressive marketing, egg con- 
sumption in Canada would at best remain the 
same and would, more likely, decline. 

Marketing was a major bright spot among 
CEMA activities in 1992. Gains were seen on two 
fronts: never before had there been such coopera- 
tion among the Agency and the provincial boards 
in marketing endeavors; and an independent 
audit by Nielsen Marketing Research indicated a 
two percent increase in egg consumption at the 
retail level in Canada in 1992 result- 
ing 1n a one percent national increase 
in overall egg consumption. 

Egg sales are quite inelastic so an 
increase 1n consumption, no matter 
how small, is worthwhile noting. 
There is no way of knowing if this 
increase 1s pointing to a new trend as 
the result of an aging society and 
other long-term demographic 
changes. Our challenge in 1993 is to continue 
to progress, always mindful of the need to 
collaborate with provincial partners and other 


industry stakeholders. 


TELEVISION ADVERTISING 

Television advertising is the foundation of 
CEMA’s marketing endeavors. It is our television 
advertising that determines the Agency’s primary 
marketing messages, themes and concepts which 
subsequently influence the Agency’s other mar- 
keting activities. 

Although a clearly expensive proposition, tele- 
vision advertising has been shown by research to 
be the most cost-effective means of advertising 
when wanting to reach the Agency’s target audi- 


“old with children. 

Cooperation with, provincial boards was best 
seen in the Agency’s television advertising cam- 
paign for 1992. Previously, the Ontario Egg 
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Producers’ Marketing Board and the Agency 
would arrange their own television advertising 
campaigns resulting in duplication and potential- 
ly, confusion among consumers. Over the past 
five years, the Agency had attempted to organize 
a united television campaign and despite the 
efforts, these attempts failed. 1992 represented 
the first time boards and the Agency worked in a 
truly cooperative manner to develop television 
creative and media purchases. 

The process in fact began in 1991 when 
provincial boards and the Agency agreed to 
search anew for a creative communications firm. 
A decision was made to commission Cossette 
Communication-Marketing. 

Developed were two commercials: one for an 
English market, the other for a French market. 
Both send home the same message — that eggs are 
a fast, diverse, reliable and nutritious meal choice 
for today’s busy consumer. 

The French presentation is warm and gentle 
with a homey air and depicts the many different 
uses of eggs. It offers a new tag line, “J’craque 
pour to1, mon coco!” The English version depicts 
a modern family harassed by kitchen appliances 
breaking down. The eggs being served up for the 
family meal are the calm amid the chaos leading 
to the slogan, “The more you break them, the 
better they work.” 

These slogans were consistent throughout 
1992 in the three television flights purchased and 
will be extended into 1993 with the planned pur- 
chase of four flights using the same creative. The 
slogans will be further reinforced in other promo- 
tional material in 1993. By repeatedly using the 
same slogan, the Agency is able to reinforce the 
message received by consumers, the message 
already fortified by television’s visual impact. 


VIDEOS 

Also in 1992, CEMA co-sponsored a 13-episode 
production entitled The Light Gourmet. 
Although a TV Ontario production, the program 
was aired by other educational television outlets 
throughout Canada. 

The Agency was particularly pleased with the 
positive treatment given to eggs in the produc- 
tion. Besides giving the Agency the opportunity 
to educate the public about eggs, the sponsorship 
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developed an exceptionally constructive dialogue 
with Health and Welfare Canada and others 
interested in nutrition and health. 

On a less intensive front, CEMA uses video to 
deliver messages to more specific audi- 
ences. A Question of Balance, CEMA’s 
new chef education video which 
demonstrates deliciously imaginative 
yet nutritious methods of food prepara- 
tion, was launched at the May confer- 
ence of the Canadian Federation of 
Chefs de Cuisine. A national distribu- 
tion occurred with circulation to 
between 7,000 and 10,000 student 
chefs at 250 Canadian cooking schools. 

Also, CEMA sponsored with others a 
nutrition video entitled The Good Food 
Diner for children in Grades 4 
to 6. It will be distributed to 14,000 
schools across Canada early in 1993. 


PRINT RESOURCES 

CEMA maintains an extensive library of 
print marketing resources designed to 
explain to consumers, the foodservice industry 
and health professionals the attributes found in 
the egg. 

The Agency’s foodservice kit Handle Eggs 
Right did exceptionally well in 1992. The kit, 
part of CEMA’s salmonella control program, was 
launched in March at a meeting of public health 
inspectors, the people that ensure the proper han- 
dling of food within foodservice establishments 
and was very well received. In April, the kit also 
received a good response at a national foodser- 
vice trade show and similar results were experi- 
enced the following month at the conference of 
the Canadian Federation of Chefs de Cuisine. It is 
evident Canada’s food handlers are as interested 
as Canada’s food producers in keeping eggs safe! 

Among the most successful of our print 
resources is the pamphlet Putting Cholesterol in 
Perspective. About 400,000 copies have been 
printed to date to respond to an overwhelming 
demand by health professionals for materials to 
distribute to the general public. Designed for the 
average reader, these pamphlets are being dis- 
tributed to people who are concerned about 
blood cholesterol levels and the relationship 


CEMA CONSIDERS IT 
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between blood and dietary cholesterol. The pam- 
phlet explains that the average, healthy individual 
need not be concerned about the number of 
eggs eaten. 
Another pamphlet used in CEMA’s 

attle against cholesterol 
myths, Eating Eggs to Your 
Heart’s Content, was revised 
int992. UnhkesPutting 
Cholesterol in Perspective, 
which was designed for the 
typical Canadian, Eating Eggs 
to Your Heart’s Content was 

esigned specifically for those ; , 
with high blood cholesterol. It has been 
updated to reflect that egg yolks can be 
included in a cholesterol-lowering diet. 

At year’s end, CEMA prepared for 

the launch of a new cookbook contain- 
ing light and healthy egg recipes. 
Recipes were tested and analyzed for 
their nutrients and photography under- 
taken. The cookbook was scheduled for 
release in February, 1993, in time for 
March, Nutrition Month. 
element of CEMA’s 1992 


marketing program was its foodservice calendar. 


Another successful 


With successful foodservice calendars issued in 
1991 and 1992, a repeat performance is in order. 
1993’s promises to be the best yet, featuring deli- 
cious egg recipes, order forms and the slogan 
adopted from the English television advertise- 
ment, “The more you break them, the better 
they work.” 

CEMA considers it very important to reach 
young people. 
should learn early the role eggs play in the diet 


As future consumers, children 


and the household economy. Consequently, 
CEMA revised its education resource catalogue for 
distribution to schools through the provincial egg 
marketing boards and produced the French edi- 
tion of How to Live Successfully, a primer for the 
young adult setting out on his or her own. 
Finally, print is also used by CEMA for adver- 
tising. Space was purchased in specialized 
magazines to inform foodservice and health pro- 
fessionals about the resource material available 
through the Canadian Egg Marketing Agency. 


THE BETTER THEY WORK ) 


THE MORE YOU BREAK THEM... 


SPONSORSHIPS, JOINT AND SPECIAL VENTURES 

Special promotions normally involve activities 
with other organizations and businesses. They 
frequently involve sponsorships. Some of these 
activities are obvious promotions, clearly 
designed to increase egg consumption. 
Others are undertaken for their long-term 
benefits and because CEMA understands it 
has a corporate responsibility to recognize 
achievement. 

Among the most rewarding of CEMA’s 
1992 sponsorships was its support to the 
Canadian aboriginal team competing in 
the World Culinary Olympics in 
Frankfurt, Germany. Guided by Georges 
Chauvet, former Olympic gold medallist, the 
team of David Wolfman, Andrew George, 
Arnold Olson, Brian Sappier and Bertha Skye 
brought home seven gold, two silver and two 
bronze medals. Not bad for a team that had 
never competed in the culinary Olympics before! 
CEMA’s heart-felt congratulations go out to all 
team members. 

Another clearly successful venture in 1992 
was CEMA’s Eggs for Easter Seals campaign. Eggs 
for Easter Seals required a massive volunteer 
effort on the part of service clubs right across the 
country. The response to CEMA’s request for 
assistance was heart-warming. 

The campaign raised about $95,000 for chari- 
ty. Volunteers set up displays in grocery stores, 
handing out children’s Easter Seal egg sticker 
books for a $1 donation. The campaign proved 
particularly successful in Quebec. About $25,000 
was raised in that province alone. The campaign 
was heralded in regional press releases to high- 
light the individual achievements of each 
province within the campaign. 

Also as part of the campaign, a commemora- 
tive poster was created, featuring eggs decorated 
by graphic artists and designers. All of the 
photography, design and printing was donated. 

CEMA has found collaboration with business 
to be quite helpful too. A joint CEMA-Primo 
Pasta promotion enabled the Agency to commu- 
nicate with the consumer directly at the point of 
purchase. In the latter part of 1992, a 1993 
Primo Pasta recipe calendar was released in 
about 1,400 grocery outlets. Eggs were featured 
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in the cover recipe, Pasta Primavera, as well as in 

two recipes inside. This effort proved to be an 
excellent working relationship and the Agency 
will consider similar collaborations in the future. 

Under CEMA’s Retail Merchandising Program, 
the Agency will work with retailers to help them 
profitably increase egg sales. Six joint promotions 
have been planned by CEMA and in 1993, we will 
seek retailer cooperation in launching the promo- 
tions. 

The provincial trade shows continue to pro- 
vide CEMA with an excellent opportunity to use 
special events as a means to promote the egg. The 
trade show program will be changed slightly in 
1993 as a result of a review undertaken during a 
CEMA marketing workshop. In 1993, the 
Agency’s trade show booth will focus on foodser- 
vice components that are flexible enough to meet 
the individual needs of provinces while providing 
the building blocks for the 1994 program. 


CONSULTATION 

Closely related to collaborative efforts is 
consultation. Frequently as a result of intense 
consultations, collaborative efforts follow. 

Consultation is an important aspect of 
CEMA’s marketing strategy. Thoughtful consulta- 
tion with industry partners and others sharing 
the same interests as CEMA will lead to under- 
standing and cooperative efforts that ensure the 
needs of the consumer are met. The Agency’s 
consultations with members of the health profes- 
sions have been gratifying and achievements in 
1992 bode well for 1993. 

The Agency’s Nutrition Advisory Panel con- 
tinues to meet semi-annually to review all nutri- 
tion-related material slated for publication by 
marketing. The panel, representing dietitians, 
physicians and nutritionists, is made up of 
experts on issues concerning the nutritional and 
food safety aspects of eggs. The value of the advi- 
sory panel’s input into marketing programs 
cannot possibly be measured. 

CEMA has developed an excellent working 
relationship with the Canadian Dietetic 
Association. In March, the Association released 
its 1992 Nutrition Month poster which was 
aimed at dispelling nutrition myths. The poster 
notes that foods labelled cholesterol-free are not 


always a healthier choice. That this poster was 
issued by the Canadian Dietetic Association 
suggests health professionals are trying to help 
consumers put dietary cholesterol in perspective. 

Throughout 1992, intense consul- 
tations occurred with Health and 
Welfare Canada regarding the revision 
of Canada’s Food Guide. CEMA’s 
nutritionist was an active participant 
in a series of meetings designed to 
receive input from a variety of stake- 
holders. During these meetings, the 
Agency promoted its position that the 
recommended serving size for eggs 
should be set at one to two, rather 
than be set according to the views of 
some within Health and Welfare who 
wanted serving size reduced to one 
egg, down from the current Guide’s 
two-egg serving size. 

The Department adopted the 
Agency’s proposal in the new 
Canada’s Food Guide to Healthy 
Eating. However, the Agency was 
extremely disappointed by two sections in the 
background information being issued to health 
professionals in conjunction with the new Guide. 
Although this information focuses on the need to 
reduce fat consumption, particularly the intake 
of saturated fat, it also points to cholesterol in 
the egg. CEMA has informed departmental 
authorities that this treatment of the egg is quite 
unacceptable and the Agency will pursue this 
matter vigorously in 1993. 


RESEARCH 

Marketing research can be undertaken by the 
Agency alone or as part of collaborative efforts. 
A collaborative research project with the 
National Institute of Nutrition has shown that 88 
percent of shoppers believe that the statement 
“no cholesterol” means a product is good for 
their heart. These results are exceptionally dis- 
turbing, demonstrating what the Agency has 
argued for years: nutrition claims, even if they are 
technically correct, can be very misleading. 
Consumers do not benefit from this kind of 
information and could in fact be hurt by it. 
CEMA’s discussions with government officials on 
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the use of nutrition information on label informa- 

tion continues. 
The Agency also completed focus group 
research with physicians, dietitians and public 
health nurses to determine attitudes 


MARKETING ACTIVITIES 


held by these important influencers in 
society. Follow-up one-on-one inter- 
views will take place in 1993. This 
process provides CEMA with informa- 
tion that is helpful in the development 
of future educational materials. 

On the foodservice front, the 
Agency completed two national 
surveys in 1992. An egg usage study 
provided insights into foodservice 
operators’ attitudes towards eggs. The 
survey Seniors, Foodservice and Eggs 
focussed on the role eggs can play 
with the growing seniors sector. Both 
studies will contribute to our foodser- 
vice strategy in 1994. 

Finally, the Agency was ready in 
1992 to have a new plastic egg carton 
test marketed but actual testing had to 
be postponed until the plastic could be accepted 
for recycling. Although the clear plastic is recy- 
cled and recyclable, it has not yet been accepted 
for the Blue Box Program. The new carton allows 
consumers to see the eggs they are purchasing 
without opening the carton, thereby risking dam- 
age to the eggs. A sleeve at the top of the carton 
allows for the insertion of promotional advertis- 
ing. The Agency will endeavor to have the 
carton accepted under the Blue Box Program and, 
if successful, will pursue use of the new package 
in a test market. 

In conclusion, 1992 has been a very challeng- 
ing year for the marketing activities at the 
Canadian Egg Marketing Agency. Those activi- 
ties, integrated to provide common messages to 
consumers, retailers, health professionals, educa- 
tors, the foodservice industry and other industry 
partners, resulted in a number of accomplish- 
ments the Agency can be proud of. A modest 
increase in consumption, true cooperation with 
provincial boards and successful sponsorships 
and joint ventures have turned 1992 into an his- 


toric year for CEMA marketing. 


THE MORE YOU BREAK THEM... THE BETTER THEY WORK il 


aS 


ANOTHER HURDLE TO JUMP 


he year 1992 may well have been the most chal- 
lenging one ever for the Agency’s market opera- 
tions. Difficulties experienced in 1991 had never 
been resolved satisfactorily and dissatisfaction 
with the Industrial Product Removal 


Program among some provinces came 2" 


to a head in 1992. Without a resolu- 


tion in sight, the Agency and provin- 29" 


cial boards entered 1993 without an 
agreed-to Industrial Product Removal 
Program in place. 


Industrial product removal is key 9" 


to the Agency’s operations. It is 
among the Agency’s main functions to 
find buyers for eggs not needed by the 
table market to support Cost of 
Production-based producer prices. 

In the past, the Agency has had a 
standing offer to purchase these eggs 


and has been able to use credit as well oe. 


as the national pooling of levies to 
support producer prices. It was this 
system that stalled in 1992 despite 
marathon consultations which culmi- 


nated in a Memorandum of Understanding. 


BACKGROUND 

The difficult year began with 
a CEMA levy order in place 
at 13 cents a dozen. The por- 
tion used to finance the 
Industrial Product Program 
was capped at 11 cents in 
accordance with the wishes 
of the federal supervisory 
body, the National Farm 
Products Marketing Council. 
This required the Agency to limit what it S 
industrial product at Cost of Production plus 
four cents, making it necessary for provincial 
boards to cover through provincial levies any 
additional costs incurred because of handling 
or packaging. 

Despit@hese measures, the program was los- 
ing money. In February, CEMA applied to be 


“able to asgess additional levies but this was 


& 
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CEMA’S 
tees and producer returns particularly 


CONSULTATIONS 


denied by Council. Consequently, the Agency 
had to reduce its remuneration for industrial 
product to Cost of Production minus four cents 
in order to secure credit. This in turn put addi- 


tional pressures on provincial levies 


in provinces with high industrial 


seeenene product levels. 


On July 12, the levy was adjusted 
to 14 cents as the Producer Fund, used 
in part to cover the costs of exporting 


se product, was depleted. Improved cash 


flow and financial outlook permitted 
the Agency to increase its purchase 
price for industrial product to Cost of 
Production. It was clear, however, that 
the Industrial Product Program was in 
trouble and in need of more than ad 
hoc solutions. 


REVIEW COMMITTEE 

While these difficulties were being 
experienced, CEMA’s Directors were 
revisiting the notion of B quota, a por- 
tion of provincial quotas set aside specifically for 
the production of industrial product. The con- 
cept, first discussed by CEMA as early as 1987, 
included development of 
a long-term plan to deal 
with the growth occurring in 
egg processing. 

Council established a 
Review Committee to 
explore fully the concept of 
B quota. The Committee, 
made up of six representa- 


tives from provincial super- 


visory boards, a representative from Council, 


four producer representatives and representation 
from the Canadian Poultry and Egg Processors 
Council as well as CEMA, met several times 
throughout the rest of the year to thrash out the 
B quota concept. CEMA was called upon to com- 
plete much of the Review Committee’s technical 
work and to put forward various scenarios under 
which a B quota system could work. CEMA 


worked diligently to serve as a facilitator and, at 
times, conciliator, in what proved to be an 
exhausting consultative process. 

While the Committee did not adopt the B 
quota proposal envisioned in 1987, it 
did accept some elements. It developed 
two categories of industrial product. 
Removal of a natural overrun portion, 
defined as 14.8 percent of the 1993 
estimated table disappearance, woul 
be financed in the usual way, from the 
Cost of Production Equalization Fund. 

Product in excess of this would 
also be purchased at provincial Cost 
of Production plus four cents. But a 
new levy would ensure that the return 
to provinces on the production was at 
U.S.-based prices. This level of pro- 
duction would vary from province to 
province according to negotiated 
amounts set between two and seven 
percent for a base year. 

The proposal was quite significant 
for two reasons: it promised to resolve 
the Agency’s difficulties with its Industrial 
Product Removal Program and it introduced 
variable provincial responsibility for surplus 
production. 

In mid-November, the 
Review Committee drafted 
a Memorandum of Under- 
standing to introduce a vari- 
able provincial levy. Review 
Committee members agreed 
to bring the Memorandum 
to their respective signa- 
tories. Based on the Memo- 
randum, CEMA’s Board of Directors recommend- 
ed a levy order which was subsequently approved 
by Council. Unfortunately, the levy order was 
rejected by Ontario signatories and some 
provinces indicated they would not remit levies 
unless Ontario approved as well. 

This put the Agency in a very precarious 
financial position as it entered 1993. The level of 
uncertainty made it impossible to secure a line of 


WITHOUT ANY 


credit, normally used to support producer prices, 
historically required because of high levels 
of supplies in the first quarter. Without any 
knowledge of revenues expected for industrial 
product removal, it became very diffi- 
cult to operate a national program for 
product sold to processors. 

On January 8, 1993, CEMA decid- 
ed to temporarily suspend its Indus- 
trial Program. While the Agency 
agreed to serve as broker for any 
province willing to remit according to 
the levy order, the Agency would not 
take ownership of eggs. There would 
be no national pooling of levy 
revenues and no means to average 
revenues over the year. 


TRIGGERS 

Discussions by Agency directors 
during the latter part of the year 
focussed on the surplus production 
that does exist. As more and more 


TO PROCESSORS 


industrial product is produced, the 
more expensive it becomes to find markets for 
those products. 

In 1992, Directors approved a national 
two percent cut in quota. 
During 1993, the Agency 
will be looking at ways 
to develop trigger points 
for quota adjustments, or a 
set of circumstances which, 
when reached, indicate that 
it may be necessary to amend 


quotas. 


EARLY FOWL REMOVAL 


In 1992, the Agency operated an effective Early 
Fowl! Removal Program. Introduced in December, 
1991, to deal with the heavy supplies of the first 
quarter in 1992, the program was successful in 
reducing the number of first quarter boxes of 


industrial product. 
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The program, however, is only meant to deal 
with periodic over-supplies. Given the national 
quota cut of two percent, it is no longer neces- 
sary to run an Early Fowl Removal Program on 
an ongoing basis. The program is being kept in 
reserve in case it is needed to deal with an unex- 


pected surplus. 


SEGMENTED PRICING 

The difficulties experienced by 
the Industrial Product Removal 
Program did demonstrate more 
than ever before the need to 
recover appropriate revenues 
from the marketplace. While 
producers have agreed to sup- 
ply industrial product to 
Canadian processors at prices 
competitive with the U.S., it is 
becoming increasingly clear 
that this policy may encourage 
some product, which would 
normally be sold as shell eggs, 
to be diverted to the processing 
market. Consequently, the 
Agency feels that the processing market should 
be segmented so prices can be increased on those 
end uses able to bear it. 

Not unexpectedly, the processing sector 
has resisted the Agency’s attempts to intro- 
duce segmented pricing. Consultations with 
processors will continue in 1993. The mutual 
dependence between the primary and secondary 
sectors is recognized and the Agency must move 
forward with its proposal carefully and with full 
consideration of the needs of our industry’s pro- 
cessing partners. 


CITT REPORT 
CEMA was a participant in the Canadian 
International Trade Tribunal (CITT) inquiry into 
the allocation of import quotas. 

The Tribunal filed its final report with the fed- 
eral government on October 13 and adopted the 


Agency’s recommendation that auctions are the 
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fairest and most straightforward method for allo- 
cating imports of products on the Import Control 
List, such as shell eggs. 

The Tribunal, however, did not adopt the auc- 
tion features as recommended by CEMA. The 
Tribunal recommended that graders, wholesalers 
and retailers should be permitted to bid for these 
imports but CEMA suggested this should be 
restricted to registered egg grading stations for 
reasons of economy, supply 
management and food safety. 
In general, the Tribunal recom- 
mended features similar to 
the current cheese auction. 
Although no strong rationale 
was provided, the Tribunal also 
felt it would be inappropriate 
for the Agency to administer 
or receive proceeds from the 
auction. 

CEMA has identified refine- 
ments in the proposed auction 
system that will improve the 
Tribunal’s recommendation and 
will address these refinements if 
the system is implemented. The fate of the report 


is now in the hands of the government. 


CONCLUSION 

CEMA’s market operations had an exceptionally 
bumpy ride in 1992 and it appears the ride will 
be as rough at least in the early part of 1993. A 
solid Industrial Product Removal Program is 
needed to ensure a continuous and trusted source 
of supply for processors as well as reasonable 
returns to all producers. The Agency’s priority in 
1993 will be to resolve this most serious problem 
and restore stability in the system. 


ail 
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A REGULATED INDUSTRY 


wenty years ago in response to erratic supplies 
and producer prices, Canada’s egg producers 
banded together to form supply management. It 
was a uniquely Canadian response to difficulties 
commonly faced by the producers of 
perishable commodities. In return for 
the opportunity to cover production 
costs, producers agreed to provide 
consumers with adequate egg supplies 
at reasonable prices. 

The new system required an exten- 
sive network of producers supplying 

eee §=product for differ- 
ent markets. First 
and foremost, pro- 
ducers had to meet 
the demand for 
fresh table eggs and 
secondly, they had 
LOmscentomitucage 
domestic demands 
for processed product were supplied 
on a stable and reliable basis. 


NATIONAL FARM PRODUCTS MARKETING COUNCIL 

The system required supervision to ensure on 
behalf of the Canadian public that producers 
kept up their part of the pact. The supervisory 
body, the National Farm Products Marketing 
Council, was formed to monitor the activities of 
the Canadian Egg Marketing Agency. And in 
each of the provinces, supervisory boards were in 
place to monitor the work of respective provin- 
cial marketing boards. 

The Council and the provincial supervisory 
boards make important decisions whose effects 
can be felt by individual farmers. The nature of 
regulation itself is that the day-to-day activities of 
quasi-judicial bureaucracies have a major impact 
on the marketplace. The regulatory decision- 
makers must make quick determinations, very 


often with only a minimal amount of information 


‘heeded to act on behalf of the national interest. 


= 
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One examfle which highlights the long-lasting 
effects regulatory degisions can have is the mid- 
1980 freeze on the portion of levies used by 
7. = 
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THE NATURE 


CEMA to remove industrial product. These levies 
are placed in the Cost of Production Equalization 
(COPE) Fund. 

Council, in its effort to protect consumers, 
made a regulatory decision to stop 
increases of these levies. Volumes of 
the product that needed to be 
removed, however, continued to grow 
and in compliance with the directives 
of the Council, CEMA continued to sell 
the product to processors at prices 
competitive with U.S. prices. In its 
effort to protect Cost of Production 
pricing for producers, the Agency 
began to incur more and more debt 
while continuing its efforts with 
Council to increase levies. 

Finally, in the late 1980s a series of 
events brought the situation to a crisis. 

The United Kingdom salmonella 
scare caused Canadian table demand 
to drop three percent, resulting in even 
more industrial product than normal to sell. A 
sudden drop in U.S. prices meant the Agency 
received even less for this product 
and the debt skyrocketed to an unprecedented 
$15 million. The Agency subsequently had to 
break its obligation to producers and over the 
years used producer money to help get the debt 
under control. 

This is but one example where a regulatory 
decision has an impact throughout an industry, 


even on individuals. 


COST OF PRODUCTION 
Council’s authority can also affect the Cost of 
Production pricing formula which is so instru- 
mental in determining farmer incomes. The 
Agency uses an independent consultant to do sur- 
veys to determine what it actually costs to pro- 
duce a dozen eggs. Council, after this extensive 
survey is completed, must decide if it will 
approve the formula used by the consultant. This 
approval has, at times, been difficult to obtain. 
As it has done previously, Council intends to 
conduct a workshop on Cost of Production 
methodology. CEMA will again participate on 


behalf of producers to ensure the continued regu- 
latory approval for a formula which impacts on 
producer incomes. 

It is clear the Agency and Council must work 
very closely together. Today, Council 
maintains its concern for the con- 
sumer contributions to egg prices and 
this directly affects the kinds of pro- 
grams the Agency can operate. 
Continued cooperation between 
Council and CEMA is necessary so 
that effective decisions are made 
on behalf of both producers and 


consumers. 


UNANIMITY 

Another aspect of the regulatory 
reality CEMA works within is the 
unanimity required among the signa- 
tories to the federal-provincial egg 
agreement before substantial changes 
can be made to the plan. The agree- 
ment has 35 signatories representing provincial 
marketing boards, supervisory boards and minis- 
ters as well as the federal agriculture minister, 
CEMA and Council. The ability to achieve una- 
nimity has, at best, been difficult and proved 
most exasperating in the past year. 

Much of 1992 dealt with attempts to find an 
acceptable means of financing the Agency’s 
Industrial Product Removal 
Program for the future. A signato- 
ries’ Review Committee was estab- 
lished@earlyaingl 99M torathis 
purpose. After many meetings and 
difficult negotiations, it developed 
a proposal that would shift a 
greater portion of the financial 
responsibility from consumers to 
producers and allocate that respon- 
sibility differentially among the provinces. 

Unfortunately, only nine of the 10 provinces 
gave agreement to the proposal and thus, it could 
not be implemented. Consequently, the Agency 
enters 1993 in a very precarious position, not 
being able to operate a national Industrial 
Product Removal Program. This regulatory reali- 
ty could force the industry to become very unsta- 


ble for producers, processors and consumers. 
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THE CANADIAN EGG 
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The Agency is confident that suitable arrange- 
ments can be found for 1993. Nonetheless, 
CEMA cannot ignore the difficulties posed by 
requiring unanimity from signatories that must 
serve provincial interests while making 
decisions affecting a national market- 


ing system. 


QUALITY 

Although CEMA’s main function is to 
market eggs, marketing regulations are 
not the only rules the Agency must 
abide by. CEMA must ensure that the 
supply of eggs is safe. The Agency’s 
field inspectors are on the constant 
lookout for on-farm practices which 
could jeopardize quality. As a result of 
the work of CEMA and Canadian pro- 
ducers’ meticulous attention, tests 
show Canadian eggs to be consistently 
within chemical residue limits set by 
the government. 

CEMA’s day-to-day activities are also ruled 
by a host of Egg Regulations which cover any- 
thing from cracked eggs to egg shape. Major 
government initiatives in 1993 include proposals 
to harmonize grading standards with the United 
States, to review the information permitted on 
labels and cartons and to develop an identifica- 
tion system so salmonella outbreaks can be 
traced back to their source. The Canadian Egg 
Marketing Agency will actively review regulatory 
changes in 1993 along with Agriculture Canada 
and the processing industry. 

Regulations are part and parcel of CEMA 
operations and they can affect the lives of 
Canadian farm families and consumers. 
Consequently, regulatory decisions must be made 
with great care and with as much information as 
possible. While the Agency does not always agree 
with the regulatory decisions taken, it does 
believe that regulations are necessary to the 
integrity of supply management and that the 
interests of consumers must be represented in the 
system. Regulations are the guarantee that pro- 
ducers and consumers keep up their ends of the 
bargain struck 20 years ago. Regulations are the 
guarantee that producers supply quality eggs at a 


fair return. 
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CLARIFICATION, NOT TARIFFICATION 


he on-again, off-again GATT negotiations were 
undoubtedly the focal point of trade matters con- 
cerning the Canadian Egg Marketing Agency in 
1992. The year was marked by an unprecedented 
level of farmer solidarity, solidarity 
that was best seen by the historic 
February 21 rally on Parliament Hill. 
Farmers in Canada were prepared as 
never before to protect their liveli- 
hoods and it was clear they were not 
going to let the forces of international 
politics determine their futures. 

Forty thousand farmers and supporters rallied 
on the Hill, travelling by air, train, bus or car 
from across Canada. Buses literally formed a pro- 
cession miles in length. Some 
farmers’ trips were financially 
supported by local agricultural 
organizations or business. 
Others paid for the journey 
from their own pockets. 
Businesses supporting the farm 
community closed up shop to 
demonstrate their support for the cause. 

The cause was the clarification and strength- 
ening of Article XI of the General Agreement on 
Tariffs and Trade (GATT), the Article under 
which Canada operates its supply management 
systems for eggs, poultry and dairy. It was 
February 21, a day for the history books, a day 
which saw the largest rally of any kind on 
Parliament Hill. 


THE DUNKEL TEXT 

The sense of urgency as the year opened was 
borne from the 1991 Dunkel text, named after 
GATT’s Director General Arthur Dunkel, issued 
late in 1991. While the text contained some posi- 
tive elements for Canadian agriculture, its imple- 
mentation would have been devastating for 
Canadian egg farmers. Its proposal for compre- 
hensive tariffication would have resulted in the 


“Aemise of Canadian supply management and put 


the livelih@ods of Canada’s 38,000 supply man- 
ément farmers in serious jeopardy. 

The Ca@madian Egg Marketing Agency’s 
alliance with the other national supply manage- 
ment organizations was a critical factor in the 
Agetity’s ability to lobby extensively on behalf of 
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FORTY THOUSAND 


FARMERS AND 


egg farmers. CEMA, together with Dairy Farmers 
of Canada, the Canadian Chicken Marketing 
Agency, the Canadian Turkey Marketing Agency 
and the Canadian Broiler Hatching Egg 
Marketing Agency went into 1992 
with the determination to work harder 
than ever before to protect the inter- 
ests of supply management. 

There were suggestions that the 
Dunkel text was a take it or leave it 


proposition and if final country sub- 


sie, missions were not on the GATT table 


by January 13, the negotiations would be shut 
down. Early in January, it became clear the take 
it or leave it proposition was being used as a 
tactic to force settlement. 
Nonetheless, negotiations were 
proceeding at a furious pace 
and an Easter deadline was set. 
The mood in rural Canada was 
increasingly restless as farmers 
of supply-managed commodi- 
ties feared for their futures. 
Regional rallies were becoming commonplace. 
The time, it seemed, was ripe for demonstrative 
action. 

Farmers had been fortunate in that the 
Canadian government had always supported a 
balanced trade position at the GATT. The posi- 
tion called for the reduction in the export subsi- 
dies which had proved so damaging to Canada’s 
important grains and oilseeds sector. It also 
called for the clarification and strengthening of 
Article XI. Despite the continuing support of the 
Canadian government, farmers were concerned 
the government would be pressured by interna- 
tional interests to accept the Dunkel text and its 


proposal for comprehensive tariffication. 


DETAILED STRATEGY 

Consequently, the supply management sector 
developed a detailed strategy to ensure the feder- 
al government’s support would continue. The 
strategy, including a letter-writing campaign to 
Members of Parliament, meetings with federal 
and provincial politicians, an official request that 
the Prime Minister enter into bilateral discussions 
with the United States and the European 


Community, a national farm leaders’ meeting in 


Ottawa and a rally on Parliament Hill, was readi- 
ly adopted by farmers at the grass-roots level and 
by the national supply management organiza- 
tions, by now known as the SM-5. Other farm 
groups, including the Canadian 
Federation of Agriculture and its 
member provincial federations, threw 
their support behind the strategy. 
Farmers from sectors other than sup- 
ply management were unified with 
farmers of supply-managed commodi- 
ties and they were not prepared to see 
supply management sacrificed. 
Provincial groups took up the cam- 
paign at the grass-roots level, arrang- 
ing meetings with local and provincial 
politicians. The SM-5 organized the 
farm leaders meeting of February 18 
and 19 in Ottawa and arranged to meet with the 
Prime Minister at that time. The five national 
organizations, the Ontario Federation of 
Agriculture and l'Union des producteurs agricoles 
with the support of other farm organizations 
combined forces to mount the largest rally ever in 
Canadian history. The Canadian Federation of 
Agriculture put together a delegation of farmers, 
including CEMA’s 


Destrijker, to accompany Canadian ministers on 


Vice-Chairman Felix 
a mission to Europe. The solidarity demonstrated 
by farmers during those early months of 1992 
boded well for the rest of the year. 

The urgency did subside through the spring 
and summer as political conditions in the United 
States and European Community made a deal 
almost impossible before the fall. 

A few developments, however, did remind the 
farming community it had to stay alert to the 
potential for movement at the negotiating table. 
A trip by German Chancellor Helmut Kohl to 
Washington late in March made a deal by Easter 
seem at least possible. 

As that deadline passed, a reform package of 
the European Common Agricultural Policy (CAP) 
provided at least a hint of momentum. Described 
as the most radical overhaul of the Community’s 
‘CAP ever, it introduced measures to reduce some 
of the excess production creating downward 
pressure on world prices of some commodities. It 


was billed as a development which could end the 
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THE EXTENSIVE 


U.S.-E.C. deadlock at the GATT and its formation 
did challenge the U.S. to put forward its own 
solutions to the surplus puzzle. 

And a renewed political commitment to the 
round was a likely outcome of the 
Munich Summit of G-7 leaders. 


FALL CAMPAIGN 


ALLIANCES DEVELOPED 

Although producer activities early in 
the year were very successful, it was 
clear that it was necessary for the 
national supply management organi- 
zations in Canada to maintain their 
strategic link, developing campaigns 
that would continue the pressures well 
into 1993. Alliances with farm groups 
in the U.S., Europe and Japan were 
strengthened and Canadian farmers 
were able to gain insights into the positions of 
farmers from other countries during the 
International Federation of Agricultural 
Producers’ World Farmers Congress in Quebec 
City early in June. 

The SM-5 combined forces once again to 
develop two more campaigns for the year. The 
first of the two focussed on keeping the Article XI 
issue before the minds of Members of Parliament 
during the summer hiatus. The second, the larger 
of the two, was again designed to keep Article XI 
paramount in the minds of politicians as well 
as educate the public on the importance of 
Article XI. 


SUMMER CAMPAIGN 

Over the summer, the five national groups 
appealed to farmers at the grassroots to once 
again contact their business allies as well as 
politicians to reiterate support for the Canadian 
position. The $M-S facilitated this lobby with the 
preparation of suggested activities and a window 
sign that could be reproduced locally. A video on 
the February rally with footage of Canadian 
farmer visits to the U.S. was also made available 


to local groups. 


FALL CAMPAIGN 

The extensive fall campaign was undertaken as 
the way became clear to resume serious negotia- 
tions in Geneva. With the U.S. presidential race 


winding down and the French vote on the 
Maastricht Treaty completed, the way was paved 
for a renewed effort in U.S.-E.C. dialogue. As 
well, with an October meeting of the Quad — 
Canada tne Uvs the Ee G-eand japan’ in 
Canada, the time was ideal to focus on Canada’s 
needs at GATT and to ensure that the Canadian 
government stayed on side. 

The campaign depended on the cooperation of 
1,500 local farm leaders who were responsible 
for rallying supply management farmers to con- 
duct a local awareness campaign. The purpose of 
the campaign was to ensure that residents of rural 
and smaller urban communities understood the 
importance of supply management to their local 


as well as national economies. 


A WORD FOR OUR MPS 
The third component involved a selective media 
buy. Two advertisements were designed with 
highly catchy openers: “There’s a word for MPs 
like ours” and “It’s time our MPs got what’s 
coming to them.” The reader, expecting to find 
criticism of politicians, was surprised to learn 
that poultry, egg and dairy producers were in fact 
thanking politicians for their support of supply 
management. Besides serving as a public thank- 
you to politicians, the approximately 250 ad 
insertions placed over a five-week period during 
October and November served as reminders of 
the economic importance of supply management. 
Every indication to date is that the fall cam- 
paign proved highly effective. Politicians com- 
mented positively on the approach used and 
frequently reiterated their support for the posi- 


tion put forward by supply management farmers. 


TENSIONS MOUNT 

The ability of Canada and other countries to 
negotiate at GATT was stunted by the continuing 
tensions between the U.S. and E.C. The U.S.-E.C. 
oilseeds dispute finally came to a head when, in 
November, the U.S. announced that punitive tar- 
iffs would be slapped on E.C. goods starting 
December 5. The threatened new trade war 
resulted in a flurry of meetings as well as the per- 
sonal intervention by Dunkel to get talks back on 
track. The E.C. agreed to resume talks; the talks 
broke down yet again but they picked up again, 


resulting in a fragile U.S.-E.C. accord before the 
December 5 deadline. 

While France vowed to fight the deal to the 
end and French demonstrations ended in vio- 
lence, the fragile settlement did pave the way for 
negotiations to start up again in 
Geneva. There was substantial con- 
cern that the tactics used by the U.S. 
to force agreement from the E.C. 
would be subsequently used against 
Japan and Canada and that Canada 
was becoming increasingly isolated 
at the GATT talks. Government 


negotiators requested the presence of farmer advi- 


sors in Geneva. 

Just as Christmas approached talks once again 
broke down in Geneva as it was no longer clear 
what mandate the U.S. negotiators had given the 
pending change in U.S. administration. The U.S., 
too, wanted text previously agreed to reopened 
for environmental considerations. It was unclear 
why the U.S. requested discussion on the text but 
it may have been to secure more leverage in 
the talks. 

While clarification and strengthening of 
Article XI could not be secured in 1992, the year 
did open up a large window of opportunity for 
Canada at Geneva. In fact, the Canadian govern- 
ment’s negotiating position has never been better. 

With the U.S. and E.C. both clearly not able to 
accept the Dunkel text in its entirety but prefer- 
ring to reach a separate solution, Canada is in an 
excellent position to demand equivalent consider- 
ation. In its meetings with government officials, 
the Canadian Egg Marketing Agency and others 
emphasize that Canada must capture the oppor- 
tunity that had been placed before it. 

1992 did not see a resolution to the GATT 
dilemma. What it did see was unprecedented 
farmer solidarity. Whether at the grass roots, at 
the provincial level or at the national level, it was 
clear that the farmers of supply-managed com- 
modities were ready to band together to fight for 
their futures and their right to make a fair return 
on the food they produce. Producers enter 1993 
with that same sense of solidarity and determina- 
tion, convinced that the Canadian government’s 
negotiating position in Geneva has never 


been better. 
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EARNING OUR REPUTATION 


uality is the cornerstone of credibility in the egg 
industry. It is the unsurpassed quality of the 
Canadian egg — its nutritional value, its safety, its 
shell strength, its freshness — that makes 
Canadian egg marketing and the egg industry 
respected the world over. 

Much of that respect is due to the Agency’s 
salmonella control and other work overseen by 
CEMA’s Egg Quality Committee. As well, the 
Agency’s consultative efforts on the federal gov- 
ernment review of Egg Regulations and labelling, 
and the changes to Canada’s Food Guide are 
other major activities which have helped main- 
tain the much deserved reputation of the 


Canadian egg. 


SALMONELLA CONTROL 

Salmonella enteritidis, a bacteria 
which has caused some concern 
because of its association with illness, 
is by and large not a problem in 
Canadian shell eggs. A survey carried 
out by Agriculture Canada in 1990 
showed that less than one egg in a million may 
contain salmonella enteritidis and this egg would 
have to be mishandled to cause illness 
in the average, healthy person. This still holds 
true today. 

Nonetheless, CEMA recognizes that there are 
increasing concerns among today’s consumer 
regarding food safety and quality. A salmonella 
scare in the United Kingdom in the late 1980s, 
resulted in a three percent decline in the demand 
for shell eggs in Canada even though eggs are 
handled entirely differently in Canada than they 
are in the United Kingdom. 

Launched in 1990, CEMA’s four-phase 
Salmonella Control Program has been well 
received by producers and others in the industry. 

The first phase of the program brought 
salmonella control guidelines onto the farms. 


Although most producers were already familiar 


“with the basic concepts of salmonella control, a 


video was#@eveloped to help review the basics of 
lean farm operations. The Code of Farm 
Managemé€nt Practice enables CEMA’s field 
inspectors, in congultation with the producer 
involved, to rate egg operations. 

“séme difficulties have arisen with the rating 
sheet®used Pee es ege farms and it is clear a 
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new sheet must be introduced to increase objec- 
tivity. CEMA’s field inspectors told the Agency in 
1992 that different inspectors could rate the same 
farm differently. Consequently, changes will be 
made to the sheets early in 1993 to reduce, if 
not eliminate, elements of subjectivity in the 
scoring procedure. 

Nonetheless, the program has been very well 
received among egg producers who, by and large, 
are keen on increasing their salmonella control 
levels. The Agency’s experience has been that 
producers are anxious to be provided informa- 
tion on the ways they can keep their barns and 
yards clean. While the program is designed to 
reduce the very small chances of eggs coming in 
contact with salmonella, it also helps reduce the 
risk of spreading other bacteria 
as well. 

Phase II of the program was 
directed at graders who, again, gave 
CEMA’s field inspectors a very warm 
reception. Designed for both owners 
and employees of grading stations, 
the sessions led by CEMA’s inspectors emphasized 
that all employees along the food chain are food 
handlers and must, therefore, ensure clean eggs 
are kept clean. 

Phase III introduced the program to the food- 
service industry in 1992. Over 10,000 kits enti- 
tled Handle Eggs Right were delivered to those 
who prepare eggs in restaurants, hospitals, 
schools, bakeries and elsewhere. This was done 
with the cooperation of public health inspectors. 
CEMA’s reception by the foodservice industry was 
indeed heartwarming and it became evident the 
Agency was providing just what was needed: 
easy-to-understand instructions on keeping 
eggs safe. 

The challenge for 1993 is to launch the fourth 
phase of the program, a phase directed at con- 
sumers through the retail sector. While producers 
can provide consumers with safe, clean products, 
it is up to the consumer to ensure the eggs remain 
safe once at home. CEMA proposes to offer tips 
on proper refrigeration and kitchen cleanliness to 
the consumer through point of sale information. 
To be successful with this phase of the operation, 
the cooperation of the retail sector will be 


required. 


GRADE Cs 

Another area being dealt with by the Agency’s 
Egg Quality Committee, is the appropriate way 
to dispose of cracked eggs. Agriculture Canada 
regulations stipulate Canada Grade “C” eggs 
must be sent to processors for pasteurization. In 
1992, Agriculture Canada stepped up its enforce- 
ment of this regulation. 

The Agency’s position at the present time is 
that under ideal circumstances, all cracks should 
be forwarded to processors for pasteurization. 
The Agency, however, recognizes that ideal cir- 
cumstances do not exist throughout Canada. 
There are, for example, no breaking stations in 
the Atlantic region. 


EGG REGULATIONS 

CEMA was actively involved in 1992 in the review 
of egg regulations. As governments face cutbacks, 
they are attempting to find increasingly cost- 
effective ways to regulate for safety. Many exist- 
ing regulations have long past their need and 
should be updated. CEMA is participating 
in these reviews to suggest where regulations 
should be changed, improved or, if appropriate, 
eliminated. 

A major portion of this review involves a 
study of labels. Although this generally falls in 
the purview of Consumer and Corporate Affairs, 
there is some overlap with the Egg Handling 
Regulations. Consequently, Agriculture Canada 
began consultations with industry on labelling. 

Labels have the potential to influence con- 
sumer choices a great deal. While they can 
increase consumer knowledge about a product, 
they can also lead to confusion, in the end reduc- 
ing consumption. Claims made on particular 
products can indirectly imply that other products 
are less desirable. Claims may unjustifiably raise 
nutritional concerns. Statements regarding choles- 
terol and fats, particularly, have large implica- 
tions for the egg industry. 

Claims may also, without scientific justifica- 
tion, promote particular production practices as 
being environmentally superior or more humane 
than others. Claims containing “organic,” “free 
run” and “free range” are of particular concern 


to the Agency. 


In 1993, CEMA will aggressively pur- 
sue the review of labels with Agriculture 
Canada, Consumer and Corporate 
Affairs and Health and Welfare Canada, 
which also has an interest in labels, to 
ensure that changes in regulations accu- 


rately reflect the quality of eggs. 


CANADA’S FOOD GUIDE 
Canada’s Food Guide, a trusted information 
source for Canadians over the decades, has 
undergone a major revision to emphasize the 
total diet and the importance of a balanced 
approach to eating. Health and Welfare Canada 
launched a consultative process with industry and 
the health community to revise the Guide and 
introduce the new Canada’s Food Guide to 
Healthy Eating. 

CEMA was involved in the consultative process 
from its earliest stages to make sure eggs were 
understood to be a nutritious food by the govern- 
ment officials responsible for drafting the Guide. 
The Agency was pleased to see one to two eggs 
recommended as a serving size in the Meats and 
Alternatives category. Eggs and other high pro- 
tein foods continued to be recognized for their 
exceptional nutritional value in the Guide. 

The background information issued in con- 
junction with the Guide, however, was less than 
desirable in suggesting that eggs, because they are 
high in cholesterol, should be eaten in modera- 
tion. There is no consistent scientific evidence 
available to back up this claim and no reason to 
assume the average healthy individual must limit 
egg consumption in any way. This information is 
being distributed through the government to edu- 
cators and health professionals. 

CEMA vigorously objected to the Minister of 
Health and Welfare over the treatment of eggs in 
the background information. CEMA is pursuing 
this matter in efforts to have the inaccurate infor- 


mation corrected in subsequent printings. 


CONCLUSION 

Canadian eggs have long enjoyed an enviable rep- 
utation. Hard work has earned the industry that 
reputation. Producers take very seriously their 
responsibility to provide a product that is nutri- 
tious, safe, versatile and affordable. 
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IN THE FIELD 


he field operations unit has certainly taken on a 
new face at the Canadian Egg Marketing Agency 
since the Agency was formed 20 years ago. Once 
the “egg cops”, today’s field inspectors bring a 
wide range of skills to their task of 
ensuring the rules of supply manage- 
ment are applied fairly from province 
to province. 

At one time, CEMA’s field inspec- 
tors were all former police officers. 
While a law enforcement background 
is still an asset, inspectors today have 
a background in agriculture and a 
keen interest in working with and for 
food producers. They have changed 
because CEMA has changed so much 
in its 20 years. 

Twenty years ago, working for 
CEMA could be more than just chal- 
lenging. It could be dangerous. Being 
shot at was a by-product of the field 
inspector’s job and an extensive secu- 
rity system meant some employees in 
Ottawa worked behind bulletproof 
glass. It was a time when supply 
management was in its infancy and 

while a majority of 
producers supported it, 
those who opposed it, opposed it 
vehemently. 

It is the field operations unit that 
has taken CEMA out of its Ottawa 
offices and into the countryside, onto 
farms, grading stations, breaking operations 
and provincial marketing board offices. Field 
operations is the conscience of the marketing 
operations conducted by CEMA and the provin- 
cial boards. It verifies provincial hen numbers, 
ensuring provinces are producing within their 
allotted amounts. It ensures that product 
declared surplus to shell egg requirements does 
in fact go to breakers. It also is the arm that dis- 
Seminates extension information to help produc- 
ers provid@ a quality product second to none in 
é world. 

"These age tall orders for a group of inspectors 
who work on theirgown, visiting farms, grading 


stations and breaking plants. 
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There is one field officer for British Columbia, 
one for Alberta and Saskatchewan, one for 
Manitoba, four dividing duties in Ontario and 
Quebec and one in the Atlantic region. In addi- 
tion, one market operations inspector 
is located in Central Canada where 
there is a high concentration of 
graders and breakers. 

Field personnel have two main 


functions: inspection and extension. 


INSPECTION 

Inspectors are authorized by the 
National Farm Products Marketing 
Agencies Act to conduct hen counts 
on farms. The inspectors sample farms 
and compare their hen counts with 
inventories recorded at the provincial 
boards. A discrepancy of more than 
two percent demands further research 
until an explanation for the discrepan- 
cy can be found. If the count deter- 
mines that provinces are over their 
allotted hen inventory levels, the 
boards are assessed a fine equal to $1 
for each bird over the limit, to a maxi- 
mum of $2 a bird in any given month. 
Fortunately, the assessment of fines is 
not a common occurrence. 

The rules are fairly firm but during unusual 
circumstances CEMA will incorporate some flexi- 
bility. Such a situation nearly occurred in 
Ontario in 1992 when a labor dispute threatened 
a long-term shutdown at a slaughter facility. Had 
that occurred, hen numbers clearly would have 
risen Over permitted amounts in Ontario but 
allowances would have to have been made. 

Inspection also occurs at grading stations. 
This happens to ensure that eggs declared in 
excess of table requirements go to breakers for 
processing purposes. This verification is essential 
to the security of the system as eggs for breaking 
are sold at a lower price than the table product. 

Eggs for breaking are dyed so they can easily 
be identified if they enter the retail market. Part 
of the verification process undertaken by CEMA’s 
field inspectors includes ensuring eggs are dyed as 
they should be. Occasionally, some eggs are 


missed from the dyeing process because of minor 
problems with equipment. Fortunately, because 
of the co-operation of graders, dyeing has worked 
extremely well, serving as a means to verify mar- 
ketings of industrial product. 
Inspections occur as well at break- 
ing plants. In conjunction with 
Canada 
CEMA’s inspectors ensure eggs being 


Agriculture personnel, 
held for breaking are in fact broken. 
Agriculture Canada personnel sign the 
tags on pallets of eggs as they enter 
the breaking room, thereby leaving a 
paper trail identifying how eggs have 
been handled. CEMA inspectors then 
audit this paper trail. 

A major accomplishment in 1992 
was the computerization of field oper- 
ations. Each inspector, on line with 
CEMA, can receive information quick- 
ly and concisely from the Agency. The 
development of a computer audit 
work sheet by Ontario inspector Mike 
Penney has reduced the time needed in 


reviewing provincial records. 


EXTENSION 
Besides their work confirming on- 
farm hen inventories and conducting audits, 
CEMA’s inspectors also serve an important exten- 
sion function assisting farmers in the production 
of quality eggs. In recent years, the emphasis has 
been on salmonella control as inspectors deliver 
and explain CEMA’s Code of Farm Management 
Practice, developed in cooperation with industry 
stakeholders, to Canada’s 1,600 egg producers. 

Less than one in one million eggs in Canada 
contains any trace of salmonella enteritidis, a 
bacteria which has caused some concern because 
of its association with illness. In other words, 
Canadian eggs are virtually salmonella-free. This 
is exceptionally impressive; certainly it shows that 
Canada leads the world in producing a safe, 
nutritious product. 

Field inspectors promoting the benefits of 
barn and barn yard cleanliness have been very 
well received by egg producers. The Code has 


provided an opportunity for discussion between 


“SOME DAYS YOU WOULD 


inspector and farmer. Producers are taking very 
seriously the Agency’s program to reduce the very 
minimal salmonella risk that does exist. 

Challenges for next year will be the formation 
of a more objective rating sheet for 
farm inspections. Introduced in 1992, 
it has become clear that the rating 
sheet, of cleanliness factors to be 
looked for on farms, is not objective 
enough. During a seminar in October, 
inspectors pointed to inconsistencies in 
scoring. Different inspectors could 
potentially rate the same farm some- 
what differently. 

Ways are also being sought to 
ensure increasing numbers of farmers 
adopt the Code of Farm Management 
Practice. While CEMA’s Salmonella 
Control Program has produced excep- 
tionally impressive results, improve- 
ments can always be made. There have 
been some suggestions that the volun- 
tary Code should be made mandatory. 
This would represent a significant 
change in the way the Code is admin- 
istered and potential impacts of such 
a change would have to be studied 
thoroughly before being introduced 


to producers. 


REDUCING THE ISOLATION 

Working on their own, CEMA’s 
field inspectors are indeed unique 
among the Agency’s employees. To 
reduce the isolation, the Agency 
holds annual inspectors’ seminars 
in Ottawa so they can be briefed on 
Agency developments and so they 
can point to any difficulties and 
successes in the field. 

In 1992, CEMA computerized 
field operations. Inspectors receive a daily brief- 
ing from the Agency, assisting them in appreciat- 
ing how their important roles fit into the 
Agency’s overall operations. 

Cooperation by provincial board personnel 1s 
also very helpful as it includes field inspectors as 
part of the overall egg marketing system. 
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GETTING THE MESSAGE ACROSS... TOGETHER 


n an increasingly complex society, the roles of 
communications and consultations takes on pri- 
mary importance. This holds particularly true for 
organizations who must communicate the needs 
of agriculture to a population who is becoming 
more and more removed from the farm. 


Two generations ago, it was almost impossi- 


ble not to know someone who farmed. Today, 
only three percent of the Canadian population 
produces food. Canadians know very little about 
those most responsible for the food they eat. As 
the producer voice becomes 
smaller, farmers are in danger of 
losing at least some of the influ- 
ence they have in government 


and bureaucratic circles. 


REPRESENTING PRODUCERS 
The onus is on CEMA, a producer organization, 
to represent forcefully the views of egg farmers. It 
is up to the Agency to ensure egg producers’ 
needs are communicated to politicians, bureau- 
crats and consumers, all who have had little 


exposure to agriculture. 


STRATEGIC ALLIANCES 

Strategic alliances enhance the ability of CEMA to 
communicate the producer point of view to gov- 
ernment and the general public. Undoubtedly the 
Agency’s most influential alliance is with the 
other supply management organizations repre- 
senting dairy and poultry producers. Together 
these organizations have been able to communi- 
cate the viewpoints of producers of supply-man- 


aged commodities to government, particularly on 


@ issues involving the current round of multilateral 

Wy i. ° trade negotiations. 
= These organizations, too, have been able to 
we ae é communicate the importance of supply manage- 


ment to consumers generally. By combining 


financial resources, they were able in 1992 to 


] & . al outline through posters, flyers and advertise- 
S ‘Mhents the important role played by supply man- 

Mb agement iff@the national economy. 
J EMA also maintains an important mem- 


* gy ote in*the Canadian Federation of Agricul- 


ture. Through theg@FA, the Agency is able to 


aA Nt y combine its efforts with, other major agricultural 
oy at. rg 2 
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organizations representing a variety of commodi- 
ties and marketing systems. Many issues such as 
farm income, the environment and trade are 
common to all and the producer point of view 
can be communicated convincingly through this 


large Federation. 


MARKETING 

Besides knowing little about food producers, the 
typical consumer knows very little about the food 
being produced. Consumers today are concerned 
about food safety and healthy 
food. Consumers, too, have little 
time or money to waste and 
want foods that are versatile, 
easy to prepare and inexpensive. 
Eggs fit that bill perfectly and it 
is up to CEMA, through its mar- 
keting programs, to ensure that message is com- 
municated to consumers. 

To do this, the Agency must consult first with 
its provincial partners. In 1992, the provinces 
and the Agency combined efforts to launch a 
national marketing program which informed 
consumers from one end of the country to the 
other of the same thing: that eggs are a conve- 


nient, versatile and nutritious food in today’s life. 


COMMUNICATIONS WITH STAKEHOLDERS 

CEMA must actively communicate within its own 
industry as well. Field inspectors are the vital link 
between the Agency and producers. The Agency’s 
Consultative Committee provides a means to 
receive the various opinions of industry stake- 
holders including processors, graders, consumers 
and government representatives. This Committee 
is a necessary tool in understanding the needs of 
those who are involved with eggs beyond the 
farm gate. And CEMA’s marketing personnel 
ensure those within the retail and foodservice sec- 
tors understand the profitability of eggs while the 
Agency’s nutritionist works closely with health 
professionals. 

CEMA will continue to keep the doors of com- 
munication open to understand fully the views of 
provincial boards, other farmer organizations 
and other industry stakeholders, including con- 


sumers. Strategic alliances will continue. 


CONSUMER PRICE INDICES 


Canada 1986 to 1992 


@ Food 
@ Eggs 


SUPPLY VS. DEMAND 


Canada 1992 


@ Exports 
@ Domestic Breaker 


© Table Disappearance 


MARKET REVIEW 


CENTS PER DOZEN 


BOXES (THOUSANDS) 


1986 1987 1988 1989 


1990 1991 1992 


YEAR 


The stability of consumer egg prices, based on 
Cost of Production pricing to producers, 1s 
reflected in the comparison of the egg price 
index to that of food prices in general. Egg 
prices to consumers continue their trend of 
price stability, maintaining changes signifi- 
cantly less than the price of all other food. The 


1992 prices show consumer egg prices at two 
percent less than in 1991 while other food 
costs declined only marginally. Over the peri- 
od, eggs increased at about one percent per 
year — close to one third the rate of increase of 


food in general. 


28 31 34 37 40 43 46 49 52 


€ WEEK 
e 

My Two demand curves are displayed and com- The gap between this and the supply level, 
. = pared to the total domestic supply, including prevalent in the first six months of the year, 
& imports. The lower demand line shows the _ reflects the volume of eggs in excess of domes- 
ws table disappearance levels, exhibiting the sea- tic demand that the Agency sells to export 
/ ke sonality common to table egg demand. The markets. It is this volume that CEMA works 
g Sh higher curve includes sales of eggs by the to manage carefully, to minimize losses to 

SS Agency to domestic egg processors, yielding producers. 

al the-total domestic demand for shell eggs. 
te 


B Ape ait 
& “6 6S Wy 


COST OF PRODUCTION 


National Weighted Average 


for Canada 


Percentage 


PRODUCER SHARE OF TOTAL 


Grade Large. Ganada 1991 


® Producer 
M@ Wholesale 
~ Retail 


The wholesale prices for 


Manitoba were not available. 


200 


150 


DOLLARS PER DOZEN 


FEED 32.1 
DEPRECIATION 4.2 
OVERHEAD 7 


INTEREST/RETURN 4.3 


LEVIES 12.5 
CONVERSION 6.9 
LABOUR 17.2 


The national average COP formula breakdown 
reflects the significance of feed costs directly, 
and indirectly through the cost of pullets. 
Feed costs, however, continue to move lower 


as a proportion of total COP, yielding lower 


egg prices. Throughout 1992 the return to 
financing costs and investment, tied to the 
prime rate, also declined with general reduc- 


tions in the interest rate. 


BC ALTA SASK MAN ONT 


The producer share of total consumer egg 
dollars, as reflected by Agriculture Canada 
data, continued to remain relatively high 
throughout 1992. Supply management tends 
to enable primary production to maintain a 
healthy portion of product value as compared 
to many other countries. Price stability plays 
a major role in this outcome. The annual 
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Que NB NS PEI NFLD 


averages show the three main segments of the 
marketing chain for shell eggs. While whole- 
sale margins are fairly consistent across the 
country, retail markups continue their skewed 
pattern. The west has accelerated aggressive 
retail pricing strategy, while eastern retail mar- 


gins remain positive. 


WEEK 


The graph displays the Cost of Production 
over the year versus the breaker price at 
which CEMA sells product to domestic proces- 
sors. The third line reflects the average feed 
and pullet cost from the COP formula. 

As can be seen, the U.S. — based value of 
breaking stock is generally insufficient to 
recover the direct costs of producing eggs as 
reflected by feed and bird costs. Highly effi- 
cient producers could, throughout 1992, 
afford to produce at the processor price. 


Revenues would not, however, yield contribu- 
tion to overhead and fixed costs. This implies 
that production for processors at market price 
is a short-term venture to utilize available 
excess Capacity. 

CEMA is working with processors on a 
pricing system (Segmented Pricing) to attempt 
to recover more of the value added to pro- 
cessed eggs to improve the viability of such 
production. 


MARKET REVIEW 


N4Z00 Yd SING) 


COST AND PRICES 


GO.P 
Feed & Pullet 
Breaker Price 


Ti 


ACROSS THE PROVINCES 


ALLOCATIONS AND INVENTORIES 1992 Province Allocation Inventory % 
British Columbia 2267 112 2182202 96.25 
* Allocation refers to total quota 
issuance allowed under the Alberta 1,505,633 1,435,001 95.31 
Federal/Provincial Agreement. Saskatchewan 798,215 729,720 91.42 
Quota was reduced in the provinces ; 5 We 
of P.E.I. and Nfld May 1, 1992 with the Manitoba 2,166,141 2,041,233 we 
introduction of the Overbase Purchase Ontario 6,944,486 6,505,371 93.68 
Program. 
é : : 3,067,760 2,868,920 93.52 
Allocation shown for P.E.Il and Nfld. Ws 
is after quota adjustment. New Brunswick 397,456 S745 67, Pai 
Inventory refers to the number of Nea Canin 795,829 757,637 95.20 
layers in provincial flocks as verified by 
CEMA Hen Inventory Audits. PE 121,982 104,578 83.10 
Inventories are based on a 52-week Newfoundland 369,447 346,648 89.96 
ee Canada 18,434,061 17,345,886 93.99 
AVERAGE NUMBER OF LAYERS 92 91 90 89 88 87 86 85 84 83 82 
PER PRODUCER B.C 14818 14788 14673 14879 15029 15122 14937 14667 = 14073 14470 14150 
pega Seene aie cari Alta 7036 6916 6454 6417 6481 6509 6426 6112 6014 6201 6153 
Based on N.F.P.M.C. Allocation. Sask 10104 10001 9829 9512 8656 8550 8248 7790 7459 7342 7059 
: . 2 
Diese cece ey CEI: Man 9891 9614 9349 9178 9687 9646 9606 9727 9528 9836 9836 
Ont 11347 10941 10560 10358 10580 10038 9501 9311 9253 9812 9728 
Que 20589 18997 17856 17880 16992 17082 18991 1899] 15597 13691 13691 
N.B 22081 20919 ~~ 20906 18424 18164 17407 =: 16711 16711 16062 15527 = N15 50,7 
N.S 22738 22106 20943 =. 20453 ~=Ss« 20300 ~—S—-20300 19828 18535 18491 16868 16868 
P.ELI 5809 5618 5375 5078 4923 4605 4461 4605 4605 4355 4355 
Nfld 15394 13016 14339 13687 14252 13388 12272) 112623 12272 11976 11976 
Nat. Avg. 12096 11685 11285 11132 11244 = 10978 10748 10535 9871 10339 =: 10251 
NO. OF REGISTERED PRODUCERS 92 91 90 89 88 87 86 85 84 83 82 
PER PROVINCE B.C 153 153 154 155 162 161 163 166 173 1 181 
Beige ae al Alta 214 216 228 230 232 231 234 246 250 254 256 
December 25, 1992. Sask 79 79 79 80 81 82 85 90 94 100 104 
ERS EUS Man 219 225 231 240 240 241 242 239 244 246 246 
Ont 612 632 652 682 704 742 784 800 805 812 819 
Que 149 161 171 175 190 189 170 170 207 247 247 
N.B 18 19 19 22 23 24 25 25 26 27 27 
N.S 35 36 38 40 42 42 43 46 46 52 52 
PEI 21 24 25 27 29 31 32 31 31 33 33 
Nfld 24 32 29 31 31 33 36 35 36 37 37 
Total 1524 1577 1626 1682 1734 1776 1814 1848 1912 1985 2002 
a Buyers Total 
INTERPROVINCIAL MOVEMENT Sellers B.C Alta. Sask. Man. Ont. Que. NB N.S. PLELI Nfld. N.W.T. Yukon Sales 
; [a oe : B.C ees 7088 7088 
Estimated interprovincial movement of 
table egffduring 19938 Alta. 110224 MMMM 894094 = 5687 14939 22868 157812 
g : 

_@Wata in boxes of 15 dozen. Sask. 35836 202371 1040 239247 
pe 2 includes\CEMA removal of Man. 46492-98105 74823 MMMM 436465 © 32402 4391 692678 
table product, 

# P s = Ont MMMM 846413 480 482 847375 
RB (Que. 100400 = 989 1441 102830 
= 

ca N.B 8711 MMM 81718 117 127; 10673 
Ma wih _ 
— _ N. Sg 7519 48094 14845 70458 
~ FEL 7 145 Em 145 
®& SH 2 Nfld. . ee 0 

ou tae aa 
GON >, N.W.T. 252 aor 2520 
o ‘ Be j Yukort £7" é & a) 0 

i = ~ 
Total = 
e Purchase, 192552 302996 78917 6727 544384 887526 49228 1718 117 16893 19812 29956 2130826 
op . 


&y ay 
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We have audited the balance sheet of the Market Operations Accounts and the Administration 
Account of the Canadian Egg Marketing Agency as at December 26, 1992, and the statement of oper- 
ations and balance of funds of the Market Operations Accounts and the Administration Account for 
the fifty-two week period then ended. These financial statements are the responsibility of the 
Agency’s management. Our responsibility is to express an opinion on these financial statements 
based on our audit. 


Except as explained in the following paragraph, we conducted our audit in accordance with gen- 
erally accepted auditing standards. Those standards require that we plan and perform an audit to 
obtain reasonable assurance whether the financial statements are free of material misstatement. An 
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the overall financial statement presentation. 


In common with many agricultural product marketing agencies, the Agency derives revenue from 
levy and service fees charged to producers based on marketings. Due to the structure of the egg pro- 
ducers’ levy and service fees, our verification of these revenues was limited to the amounts recorded 
in the accounts of the Agency and we were not able to determine whether any adjustments might be 
necessary to levy and service fee income, excess of expenses over revenue, assets and balance of funds. 


In our opinion, except for the effects of adjustments, if any, which we might have determined to 
be necessary had we been able to satisfy ourselves concerning the completeness of income from levy 
and service fees referred to in the preceding paragraph, these financial statements present fairly, in all 
material respects, the financial position of the Agency as at December 26, 1992, and the results of its 
operations and the changes in its financial position for the year then ended in accordance with gen- 
erally accepted accounting principles. 


Chartered Accountants 


Ottawa, Canada 
February 24, 1993 
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AUDITORS’ REPORT TO: 


The Minister of Agriculture 
Government of Canada 


The National Farm Products 
Marketing Council 


The Members 
Canadian Egg Marketing 
Agency 
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BALANCE SHEET Market 

Operations Administration 1992 1991 

December 26,1722, With su, cl aniinlioinh Sean iaen ACCOnMES crc et ole de, een OE tag ps Total 
comparative figures for (schedule) 


December 28, 1991 ASSETS 
(In thousands of dollars) 
Current assets: 


Cash and treasury bills $ 1,412 $ 234 $ 1,646 § 35565 
Accounts receivable 
(note 3) 5,546 S2F 6,073 7,878 
Inventory 154 = 154 421 
Inter-account receivable 
(payable) (S729) CEae | = - 
peste cen oe ee iad eee Se ee hee 
Fixed assets (note 4) = 33 B73 461 
ae exe bbe 5 Mb hy Ce ete ba é ero 


LIABILITIES AND BALANCE OF FUNDS 


Current liabilities: 


Accounts payable and 


accrued liabilities $ 3,786 $ 844 $ 4,630 $ 8,637 
Demand loans (note 5) T1550 - TSO - 
eon? eee ME oe Le we 

Balance of funds (1553) 4,019 2,466 3,688 


Commitments (notes 6 and 9) 


See accompanying notes to financial statements. 


On behalf of the Agency: 


OK. Ae b 


Chairman of the Board of Directors 


Ure, ines, 


Chairman of the Audit Committee 
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REVENUE: 
Egg sales 


Levy, service fees and contributions 


Net levy contribution (note 11) 
Interest and other income 


EXPENSES: 

Trade operations: 
Egg purchases 
Packaging 
Dyeing and storage 
Transportation and handling 
Interest 
Other 
Overbase purchase program 
Fowl removal program 


Marketing 

Salaries 

Professional fees and consulting 
Meetings and travel 

Office 

Research and development 
Telephone and facsimile 

Rent 

Communications 

Per diems 

Other administrative 
Depreciation and amortization 


Uncollectible levy, service fees 
and contributions 


Donation of eggs 


Excess of expenses over revenue 


Balance of funds, beginning of period 


Balance of funds, end of period 


Market Operations 
Accounts 


(schedule) 


$ 19,810 
21,597 
11,032 


Administration 
Account 


$19,810 
29,984 
11032 
674 


47,991 
413 
13 


Sys BE 


Slee 73 


4,303 
2,184 
D7 o: 
908 
187 
362 
98 
338 
Zou 
227 


See accompanying notes to financial statements. 
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Fifty-two week period ended 
December 26, 1992, with 
comparative figures for 1991 
(In thousands of dollars) 


NOTES TO FINANCIAL STATEMENTS 
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Fifty-two week period ended 
December 26, 1992 
(In thousands of dollars) 
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1. ACTIVITIES OF THE AGENCY: 


(a) 


(b) 


Objective of the Agency: 

The Canadian Egg Marketing Agency was established to effectively manage the production, pricing, 
distribution and disposition of eggs in Canada. 

Levy, service fees and contributions: : 

The provincial egg marketing boards have agreed to act as agents of the Agency for the collection, con- 
trol and remittance of the levy imposed by the Agency. Further amounts are paid to the Agency by the 
provincial boards to finance the national product removal system pursuant to the supplementary fed- 
eral-provincial agreement and, in the case of Quebec and Alberta, through service fees payable pur- 
suant to a commercial contract. 

Removal activities: 

The Agency purchases, at specified buy-back prices, all eggs that meet Agency specifications that have 
been declared by the provincial boards as excess to their table market requirements. 

Service contracts: 

In 1992, the Agency entered into contracts with Ontario and Quebec provincial boards. The contracts 
allow for the operation of provincial industrial product removal programs within the national system. 
Moreover, they require that national product removal levies not used to finance the removal of prod- 
uct within the province must be remitted to the Agency. These remittances are disclosed separately on 
the attached Schedule — Market Operations Accounts as net levy contributions. 


2. SIGNIFICANT ACCOUNTING POLICIES: 


(a) 


Basis of accounting: 

Operations are recorded in three accounts. The product removal levy, service fees and contributions 
are allocated to the Market Operations Accounts, Domestic and Export. All transactions involving the 
buying and selling of industrial product are recorded in the Domestic Account for domestic sales of 
product and the Export Account for export sales of product excess to the domestic requirement. The 
administration levy and service fees and all administrative expenses are recorded in the 
Administration Account. 

Inventory: 

Inventory of shell eggs is valued at the lower of cost and net realizable value. Shell eggs consist of eggs 
declared to the Agency but unsold at the end of the period. All shell eggs were sold subsequent to the 
end of the period. 

Fixed assets: 

Fixed assets are recorded at cost. Depreciation and amortization of fixed assets are calculated using 


the straight-line method over their anticipated useful lives as follows: 


Asset Basis 
Office equipment 10 years 
Computer hardware and software 5 years 
Leasehold improvements over remaining term of lease 
(d) Domestic albumen rebates: 


Domestic albumen rebates are recorded in the period in which the proof of export is received by the 
Agency. 
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3. ACCOUNTS RECEIVABLE: 
Accounts receivable consist of the following: 


SPPPTPTTTETTTTTUTeTECTTreTTTTTererererrei reer eee reer eee eee 


Market Operations Administration December 26 December 28 
bela nee, 6 Accounts = Account = 1992 Total ~——1991 Total 
Levy, service fees and contributions 
net of allowances for uncollectible 
amounts of $142 (1991 — $231) $ 3,861 $ 396 $ 4,257 $ 4,928 
Egg sales 1,678 - 1,678 2,453 
Other 7 Asi 138 497 
ee 
4. FIXED ASSETS: 
ee Ee a Te Ee NE iS ARTE ee er eee oe ae erage tr 
Accumulated Net book Net book 
Po Ae Cost depreciation = Nalue Wale. 
Computer hardware 
and software $= 3599 $ 419 $ 180 $ 243 
Office equipment 448 pp. 176 200 
Leasehold improvement 27 10 17 18 
i eee aes ‘ eee Sn DES ; ar Se eee ge Carrel 


5. DEMAND LOANS: 

In 1992, the Agency obtained demand loans totalling $1.15 million from certain provincial egg marketing 
boards. Interest is calculated and paid monthly on these loans at the average monthly prime rate. Subsequent to 
December 26, 1992, $400 of these demand loans were repaid by the Agency. 


6. CONTRACTUAL OBLIGATIONS: 
During 1991, the Agency initiated a program to purchase overbase quota in the provinces of Prince Edward 
Island and Newfoundland. The program provides compensation for the quota elimination period of one year 
and stipulates that the payments will be made in twelve equal monthly instalments. 

As at December 26, 1992, total obligations pursuant to agreements entered into with individual pro- 
ducers amounted to $1,018, of which $789 was paid in 1992 (1991 - $11). 


7. CONTINGENT LIABILITIES: 
At December 26, 1992, the Agency had not received all the documentation needed to substantiate that all 
of the sales recorded in the Export Account were in fact export sales. In the event adequate documentation 
is not received, then a portion of these sales will be treated as sales to the domestic market. Accordingly, the 
net cost of these sales transactions will be charged to the Domestic Account. 

At December 26, 1992, the maximum contingent liability to the Domestic Account resulting from the 
undocumented export sales amounted to $3,897 (1991 — $3,267). 
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Fifty-two week period ended 
December 26, 1992 


NOTES TO FINANCIAL 


Fifty-two week period ended 
December 26, 1992 
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8. INTER-ACCOUNT TRANSACTIONS: 

(i) Transfers: 
During 1992, the Agency established that a portion of sales originally reflected in the export fund were 
in fact sales that should have been charged to the Domestic Account (see note 7). 
The net cost of these sales transferred to the Domestic Account amounted to $1,410 
(1991-$185). 

In addition, during 1992, a portion of the sales originally recorded as domestic sales were in fact 
export sales. These sales arise when product purchased as domestic commitments are broken down 
between yolk and albumen and the albumen portion is exported. As a result, upon receipt of proof of 
export, a transfer of the cost of the albumen product is made from the Domestic to the Export Account. 

The net cost of these sales transferred to the Export Account amounted to $2,550 
(1991 — $971). 

(11) Loans: 
In order to internally finance obligations arising from industrial product removal activities, amounts 
are borrowed by the Domestic Account from the Administration and Export Accounts. As at 
December 26, 1992, the Domestic Account was indebted to these accounts for $3,729 and $1,307 
respectively (1991 — $4,248 and $8,833). 

Interest expense recorded on these inter-account loans in the Domestic Account includes $3,233 (1991 
— $408) paid to the Administration Account and $229 (1991 — $838) paid to the Export Account. 


9. COMMITMENTS: 
The Agency is committed under the terms of operating lease contracts for the rental of premises, excluding 
operating costs, as follows: 


1993 $206 
1994 242 
1995 242 
1996 242 
1997 242 
Thereafter 242 
ESOC NE eT tte ee Pee EY RE PROT, Ste Pn Nad oe eee ‘ vie 


10. SUBSEQUENT EVENT: 

In 1991, Quebec withdrew from the Agency’s national industrial product removal system. Over a 16-week peri- 
od, net levies in the amount of $1,741 collected by the board were not remitted to the Agency as there was no 
formal service contract arrangement (legal agreement) in place. On February 17, 1993, the Quebec producers 
voted to remit the funds to the Agency. This will be recorded as revenue in 1993 as there was no legal basis for 
CEMA to receive those levies prior to that date. 


11. COMPARATIVE FIGURES: 
Certain of the comparative figures have been reclassified to conform with the financial statement presen- 
tation adopted for the current period. 

In 1992, net levy contributions from Ontario and Quebec totalled $11,032 for their industrial product 


removal programs. Had the contracts been in place, in 1991 the net levy contribution would have been 
$11,506. 


12. STATEMENT OF CHANGES IN FINANCIAL POSITION: 


No statement of changes in financial position has been presented as it would not provide additional mean- 


' ingful information. 


13. FINANCIAL STATEMENT APPROVAL: 
These financial statements were approved by the Audit Committee of the Agency on February 24, 1993. 
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ASSETS 
Current assets: 


Cash and treasury bills 
Accounts receivable 


Inventory 


Inter-account receivable 


(payable) 


LIABILITIES AND BALANCE OF FUNDS 
Current liabilities: 


Accounts payable and 
accrued liabilities 


Demand loans 


| 
| Balance of funds 
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Domestic 
Account 


Export 
Account 


Total Market 
Operations 
Accounts 


Total Market 
Operations 
Accounts 
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December 26, 1992, with 
comparative figures for 
December 28, 1991 

(In thousands of dollars) 


CANADIAN EGG MARKETING AGENCY 


TERN e ERE eee Eee OEE eee Hee EOE SEO HEE EE HOT EH OEE E OSHS EEE E ESHEETS EEE HEH EHH EEEHH SHEE EHH O SEHR E SEE EE SESE EEE OES SEES HEHE 


SCHEDULE — MARKET 1992 1991 
OPERATIONS ACCOUNTS sie bihirdoca ch Wsitieis Geet an 
Account Account Accounts Accounts 
Statement of Operations timer nanan teerennnnnnnenneetrh 
and Deficit REVENUE: 
Egg sales $16,128 $3,682 $19,810 $36,505 
Fifty-two week period ended 
; Levy, service fees 
December 26, 1992, with and contributions 19,625 1,972 Bie] 44,162 
comparative figures for 1991 Net levy contribution 11,032 = 11,032 
im-thousande of dollars)" so: ivicreel duiistiecimcune 25 411 436 1,166 
Inter-account transfers (note 8) 1,140 (1,140) - - 
at och te a i oe Se aes. @ ee Siar cee 
EXPENSES: 
Trade operations: 
Egg purchases 5511S 12,876 47,991 75,344 
Packaging 367 46 413 673 
Dyeing and storage 18 1 ihe 493 
Transportation and handling 1,416 Ses | 1,807 2.209 
Interest 695 64 We 1,305 
Other IPES 4 229 261 
Overbase purchase program - 789 789 11 
Fowl removal program _ 11352 1 LG2 (12) 
ee se ieee ee oe ess Poin ey Aah Sakoie cee oe 
Uncollectible levy, service fees 
and contributions ph (44) (25) (47) 
Donation of eggs 70 58 128 143 
95935 pl ever nena iceeeelens : eee RR ETC) 
bjetkeelicnamarepend ee 
(expenses over revenue) 10,025 (10,412) (387) 464 
Balance of funds, beginning of period (12,504) Piso5 (1,166) (1,630) 
daavtektaaiebhadsl as Een: palace scaleer te ee ay ‘isssy = ee 
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gubuacevenccccedevcacesccescevedeshonedeccecsnnvesesdecasencecvecccaseensenenseeneenesacaserersecsnesessecuseaseseseseescoenecesees 


$ (991 T) $ (€S¢ T) $ 976 $ (6L¢ T) apoiiad e| ap Wy eye 
Ye Spuoj Sap apjos 
(O€9 T) (991 T) See rT (POS ZI) apouad ej ap 


gap ne spuoy sep apjog 


b9r (Z8¢) (ZIP ‘OL) $70 OL (nuardd aj ans sasuadap) 
sasuadap sa] 


ANS NU9AG! Np yuapaaxy 
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CEMA!'s 22nd 
annual report 


This 22nd annual report of the 
Canadian Egg Marketing Agency 

is presented to the 

Honourable Ralph Goodale, 
Minister of Agriculture 

and Agri-Food, 

the National Farm Products Council, 


and the 22nd annual meeting 


Wednesday, March 22, 1995 


CEMA's mission 
Statement 


To effectively manage the produc- 
tion, pricing, distribution and 
disposition of eggs in Canada, 

and to promote the sale of eggs, 

so that: the consumer receives 

a supply of quality product 

at a fair price; the producer 
receives a fair return; opportunities 
in the development of new uses and 


markets for eggs are encouraged. 


George McMillan 
Acting chairman 


Gerry Zaph | 
British Columbia 


Tim Wiens 
Saskatchewan 


| George McMillan of Legal, Alberta, 

} operates McMillan Farms Ltd.,a 

| 35,000-layer and grain operation, with i 

| his brother Don, son Cliff and nephew 

! Tom. In 1994, McMillan, as first vice- 

} chairman of CEMA, became acting 

| chairman and has served on the Cost of 

| Production, Budget, Audit and Execu- 
tive Committees. 
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} Chicken producer and processor, Denis | 
| Hinse of Beaumont, Alberta, is the 
director-at-large appointed by the 
| Governor-in-Council. He operates Hinse 
Poultry Farms Ltd. along with his wife 
Marie and his son and daughter-in-law | 
Gerard and Leeanne. A member of the | 
| Agency’s Egg Quality and Executive 
| Committees, Hinse sits on the TransAlta | 
| Utilities Corporation Advisory Board for } 
northern Alberta. | 


| Gerald Zaph chairs the British Colum- 
| bia Egg Marketing Board and joined 

| CEMA’s board of directors two anda 
| half years ago. From Abbotsford, | 
} Zaph sits on the Agency’s Executive, | 
} Audit and Trade Committees. 


Rudy Kiist of Lacombe operates Willow | 
Lane Farms Ltd., along with his son | 
Rudy V. Kiist. They manage 10,000 } 
layers and also produce grain and elk. } 
| The elder Kiist, chairman of Alberta } 
4 board since 1990, served as alternate | 
| director for Alberta. He came to the } 
| CEMA board as acting director in March, 
| 1994, when George McMillan assumed 
the position of acting chairman. 


Tim Wiens is owner of Southeast 
} Poultry Farm Ltd., a20,000-layer 
} operation near Regina. After one year as | 
} alternate director for Saskatchewan 
| board, Wiens came to the CEMA board } 
in March, 1994, and served as chairman | 
| of the Industrial Products Committee. 
He is also general manager of O & T | 
| Poultry Farms Ltd.,a40,000-layerand = } 
| grading business. 
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| Frank Friesen, owner of Gretna Farm | 
Products Ltd. near Winnipeg, has been | 
an egg producer since 1968. On the | 
CEMA board of directors since March, | 
} 1991, Friesen has a laying hen quota of 
| 20,000 birds. He sits on the Agency’s 
Budget, Marketing and Cost of Produc- 
tion Committees. He was named Egg 
| Farmer of the Year by the Manitoba board | 
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Denis Hinse 
Director-at-large 


Rudy Kiist 
Alberta 


Frank Friesen 
Manitoba 
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Laurent Souligny 
Ontario 


Gordon Hunter 
New Brunswick 


Peter Vriends 
Prince Edward Island 
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| Laurent Souligny of St. Isidore owns 

| Ferme Avicole Souligny, a 12,000-layer 
| and crops operation, along with his wife | 
| Héléne and son Jean. He has been a 


=a 


| member of the Agency’s Marketing 
| Committee for seven years. He is the 
Agency ’s director to the Canadian 


| Federation of Agriculture. 
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Felix Destrijker of St-Ludger operates ]} 
| Avibeau Inc., a 33,300-layer operation, | 
| with his wife and co-owner, Ria Dewulf. } 

Destrijker has served on the CEMA J 

board of directors for the past six years } 
‘and is currently serving on the Executive, | 
Marketing, Budget, Trade and Cost of } 
Production Committees. 


| 
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| Along with his wife Brenda, Gordon 
Hunter owns Hunter’s Poultry Farm Ltd., } 


a 15,650-layer operation and egg grading | 
| Station, which was started by Hunter’s 
father in the 1940s. Hunter sits on | 
|CEMA’s Budget and Marketing | 
Committees and in 1994, served as the 

| Atlantic representative to the Ad Hoc 

| Review Committee for Eggs established 


under the Vanclief Task Force. 


= 
i) 


Veteran CEMA director, John Eyking is } 
| anative of Cape Breton from the 4 
| Millville area. He owns Hilly Acres | 
Farm Ltd. along with his sons Chris, } 
Theodore and Peter. Besides their | 
combined quota of 80,000 layers, the | 
Eykings operate beef and horticulture | 

| enterprises. Recognized by the Governor | 
| General as an Outstanding Canadian, | 
| Eyking has served Canadian egg 
producers on farm organizations for over 

| 20 years. | 


| == —— ae 
| 


| Peter Vriends of Covehead owns Vriends } 
| Poultry Farm, a 15,000-layer operation, | 
| along with his wife Charlotte. They also | 
| raise their own replacement pullets, | 
| operate a grading station and maintain | 
| beef cattle. Chairman of CEMA’sEgg | 
Quality Committee, Vriends alsoserves _ | 
on the Audit and Industrial Product 
| Committees. 


: 

| 

ee ] 
Robert Murphy of South River is the | 
Agency’s second vice-chairman. Witha | 
quota of 20,500 layers, Murphy is owner | 
| of Conception Bay Farms Ltd. and ] 
Brigus Pasture Company, a beef cattle } 
ranch. He is also a partner in Provincial | 
Poultry Ltd., a grading station. Murphy ] 
sits on CEMA’s Cost of Production and } 
Executive Committees. 

| 

| | 


Felix Destrijker 
Quebec 


John Eyking 
Nova Scotia 


Robert Murphy 
Newfoundland 


George McMillan 
Acting chairman 


(Can still operates 
according to the Federal- 
Provincial Agreement 
established when 
national egg supply 
management began over 
20 years ago. A new 
agreement is needed to 


address today’s needs. 


Acting chairman’s report 


I assumed the chair of the Canadian Egg Marketing Agency in March, 
1994, by virtue of having been elected vice-chairman by the board of 
directors. The chair’s position at CEMA is normally filled by the Gover- 
nor-in-Council. The appointment of Ken Tjaden of Manitoba, however, 
had expired without a replacement being named. So I assumed the 
position of acting chairman and accepted its responsibilities to assist the 


Agency in adapting to a new era. 


Immediately upon entering 1994, CEMA had to meet the challenges of 
the new world trade agreement starting in 1995. Egg producers had lost 
their bid to have an article of the old General Agreement on Tariffs and 
Trade clarified to provide workable import controls. Instead, Canada 
had to replace existing controls with tariff equivalents. While these 
equivalents provide acceptable control for the economic conditions of 
the day, there are few guarantees about a future which promises fluctua- 
tions in currencies and difficult bilateral trade discussions with the United 
States. 


It is not surprising, then, that preparing for the new trade rules com- 
mencing in 1995 was the major assignment for Keith McKerracher, chief 
executive officer during 1994. Producer representatives Harold Froese, 
Don Guenter, Gerald Morden, Raymond Laplante and Gordon Hunter 
sat through many gruelling hours on the Ad Hoc Review Committee for 
Eggs, a component group of the Federal-Provincial Task Force on 
Orderly Marketing. In conjunction with CEMA’s board of directors and 
other industry stakeholders, they developed a framework for a new 


Federal-Provincial Agreement (FPA) that would answer today’s needs. 


That framework agreed to by industry was put before the Federal, Pro- 
vincial and Territorial Ministers responsible for agriculture. They de- 
cided the process to renew the FPA should begin early in 1995. The need 
for a new, improved agreement is paramount; its development will be a 


priority for the Agency in 1995. 


Toward the end of 1994, the Agency faced a great deal of difficulty 


securing a 1995 levy order from National Farm Products Council. What 


4 


appears to be in dispute is the ability to secure sufficient market rev- 

enues to cover all costs of our administrative programs. As we enter —O,, top priority early 

1995, we are in the unprecedented position of not having a levy order. : 
i . : . 7 in 1995 must be securing 

The Agency must work hard in 1995 to resolve this apparent impasse 


with Council. a levy order that con- 


forms to the provisions 
Among the major successes of 1994 was development of a national Pee er ty 
quota exchange. The level of participation in the exchange to date ee hae hs 
strongly suggests a permanent mechanism to move quota Review Committee for 


interprovincially, according to market demand, is needed. Flexibility in Eggs and unanimously 


endorsed by CEMA’s 


quota management was also afforded by our operations programs, 
including one which provided an assessment period of 26 consecutive 
weeks, rather than one week, when calculating hen inventories for the board of directors. 


purposes of determining liquidated damages. 


In marketing, our biggest success in 1994 clearly was development of 
anew advertising campaign designed to give people permission to eat 
eggs. We maintained, and in some cases strengthened, our 


foodservice, nutrition and retail programs. 


The best news of all for 1994 is our continuing strong table consump- 
tion. When other industrialized countries struggle against declining 
consumption, Canadian consumption remains stable. Table consump- 
tion in 1994 equalled that of 1993, whose strong table demand was 


thought to be an anomaly. 


As we enter 1995, the position of chief executive officer at CEMA is 
once again vacant. A 1995 priority is to remedy this so CEMA’s 
change agenda can move forward without disrupting day-to-day 


Agency activities. 


I would like to extend my thanks to Keith McKerracher for his efforts 
in establishing the groundwork for our new plan. I also thank my 
management team of Agency officers Joanne Charlebois, Neil Currie 
and Greg Pearce and operations managers Gary Brinkmann and 
Arnold Read. Their experience proved invaluable in guiding me 
through the challenges of 1994. And finally, to CEMA’s unsung he- 
roes, staff: I thank you; your dedication to the egg producers of 


Canada is appreciated. 
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A question of principle 


A new world trade agreement to be implemented in 1995 signalled 
the challenges to face the Canadian Egg Marketing Agency in 1994. 
CEMA and the other national supply management organizations had 
lost their battle for an international law that would permit import 
restrictions on the primary and processed products whose primary 


production was supply-managed. 


The Federal-Provincial Task Force on Orderly Marketing afforded 
the Agency an opportunity to develop a blueprint for the industry’s 
future. Compromise was necessary: the Task Force’s egg review 
committee, which became known as the SAGE for Sectoral Advi- 
sory Group--Eggs, included producer, processor, hatchery and 
grocer representatives. It is CEMA’s view that the work of the Task 


Force represents the best industry consensus yet achieved. 


SAGE highlights 


Key to the creation of a new marketing system for eggs will be 
implementation of the whole SAGE agreement tabled with federal 


and provincial agriculture ministers in December. 


When implemented, the SAGE agreement will result in significant 
changes for egg marketing. It will change the Agency’s board of 
directors to include representation by processors and other 
stakeholders. This was a difficult concession for the Agency but 
one made to secure the new five-year Federal-Provincial Agreement 
envisioned by the SAGE. This would lead to unprecedented indus- 
try stability and encourage producers to invest in their farms. This, 
in turn, would result in increased efficiency, competitiveness and 


market responsiveness. 


Perhaps the biggest accomplishment of the SAGE was a rewriting 
of the rules governing levies and income distribution. This, unani- 
mously accepted by the Agency’s board of directors, had eluded the 


industry for about five years. Significantly, the agreement acknowI- 


jie new ways to 
do business was the focus 
of 1994. The Federal- 
Provincial Task Force on 
Orderly Marketing 
headed by Parliamentary 
Secretary Lyle Vanclief 
gave the egg industry an 
important vehicle for 


change. 


[ mplementation of the 
SAGE agreement through 
a new five-year Federal- 
Provincial Agreement 
must be of the highest 
priority for both industry 


and government in 1995. 


Ihe government has 
assured the Agency that 
should the treatment of 
supplementals in the 
World Trade 
Organization legislation 
disrupt the Canadian egg 
market, amendments to 


the law will be made. 


edges the need to cap the national consumer levies which can be used 
for the Agency’s industrial product program. This, again, was a 
difficult concession for the Agency but one made as the agreement 
recognized that the Agency’s levy order should include a fully recover- 


able administration portion amounting to 2.5 cents a dozen. 


As the Agency entered 1995, National Farm Products Council rejected 
a levy order incorporating a fully recoverable 2.5-cent-a-dozen admin- 
istration component. It is CEMA’s view that the consensus reached by 
the SAGE should be honoured by Council. It is also the Agency’s 
view that Council’s authority pertains to the full, blended levy, not its 
component parts. It is hoped that resolution to these difficult issues 


will be forthcoming early in 1995. 


Imports 

Two trade-related matters, both pertaining to imports, also occupied 
the Agency’s policy agenda in 1994. One was the administration of 
tariff rate quota, the eggs Canada must provide market access for at 
low tariffs as a result of trade commitments. In its presentations to 
government throughout 1994, CEMA argued millions of dollars a year 
could be saved Canadian consumers by directing all shell egg imports 
to processors. Unfortunately, the government favoured the status 
quo, choosing to direct the current level of shell egg imports to grad- 
ers for the table market, at least in 1995. CEMA maintains that as 
many of these imports as possible should be directed to breakers and 
most certainly the increase in imports from 1996 to 2001 must be sent 


to breakers. 


CEMA was also very concerned about the way supplemental imports 
were dealt with in the legislation implementing the World Trade Or- 
ganization agreement. It is the Agency’s view that an intermediate 
tariff should apply to supplementals. In the legislation, however, 
supplemental imports are treated in the same manner as the tariff rate 


quota imports. 


Cost of production 


In 1994, CEMA and Council representatives met to discuss the 
purposes of the cost of production formula (COPF) and possible 
changes to Council’s guidelines for methods employed to determine 
costs of production. New draft guidelines issued suggested COPF 
should be used to drive efficiency in the industry. CEMA noted that 
efficiency was poorly defined in the draft and also held the position 
that COPF should be an accurate reflection of the true average costs 
of the industry. Only in this way, can the formula be used to make 


accurate pricing and policy decisions. 


Safety nets 
In 1994, CEMA was invited by Agriculture and Agri-Food Canada 


to appoint a representative to the National Safety Nets Consultation 
Committee. While CEMA told the government that supply manage- 
ment was the egg industry’s safety net, it did nominate a representa- 
tive to attend committee meetings and report to the Agency on 

proceedings. It became apparent that involving supply management 
in this process was problematic to all involved and CEMA withdrew 


from the committee. 


Business alignment plans 


Agriculture and Agri-Food Canada conducted business alignment 
programs within its various branches in 1994. CEMA is concerned 
that these programs will become cost-cutting exercises which try to 
pass on government costs to industry without regard for competi- 


tiveness and efficiency. 


The territories 


CEMA consulted with government officials on ways to bring the 
Northwest Territories and the Yukon into the egg supply manage- 
ment system. It is the Agency’s view that the benefits of supply 
management should be afforded all Canadians. Expansion of the 


plan to the territories must be based on sound economic principles. 


B usiness alignment 
must not be another 
name for cost-cutting. 

As the government looks 
for ways to reduce the 
burden on taxpayers, due 
regard must be given to 
efficiency and 


competitiveness. 


And these eggs 
went to market 


nd these eggs 
went to market 


The Canadian Egg Marketing Agency operates according to the 
discipline of supply management whereby producers ensure there 
are enough eggs to meet consumer needs. Marketing boards oper- 
ate at the provincial level and their efforts are coordinated nationally 
by the Agency. The marketing of shell eggs in Canada 1s a privilege 
granted by the federal government in 1972 as a response to highly 
volatile markets which had created sudden shifts in the price re- 


ceived by farmers. 


National Farm Products Council is the government body which 
serves as the public watchdog of CEMA and other poultry supply 
management agencies. It advises the Minister of Agriculture and 
Agri-Food. Council must approve production quotas as well as the 


assessments, or levies, CEMA collects on eggs marketed. 


lee operations 


division is responsible 
for implementing egg 
supply management. In 
doing this, it relies on 
the expertise of field 
inspectors, market 
operations personnel 


and economists. 


AVERAGE NUMBER OF LAYERS PER PRODUCER 


94 93 92 91 


BC 15,513 15,123 14,818 14,788 
AL 7,444 7,296 7,036 6,916 
SK 10,274 10,010 10,104 10,001 
MN 9,927 9,745 9,891 9,614 
ON 11,945 11,553 11,347 10,941 
PQ 20,883 20,883 20,589 18,997 
NB 21,639 21,639 22,081 20,919 
NS 22,965 22,309 22,738 22,106 


It is up to provincial boards 
to establish and allocate 
producer quotas. The 
average size of flock varies 
across the country. Decline 
in the number of producers 
has resulted in an increase 


in flock size though this has ee 6278222 07 Oke 
been offset somewhat by er 18,103 17,241 15,394 13,016 
AT. 


improvements in rate of 


lay AVG. 12,589 12,281 12,096 11,685 


December 31, 1994 


Managing supply 


The Proclamation which established the Agency stipulates provin- 
cial market shares of the national allocation. When the national 
requirement changes, these provincial quotas are reestablished pro 


rata, though under the proclamation, New Brunswick, Prince 
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90 


14,673 
6,454 
9,829 
9,349 

10,560 

17,856 

20,906 

20,943 
5,375 

14,339 


11,285 


89 88 87 86 85 84 


14,879 15,029 15,122 14,937 14,667 14,073 
6,417 6,481 6,509 6,426 6,112 6,014 
9,512 8,656 8,550 8,248 7,790 7,459 
9,178 9,687 9,646 9,606 9,727 9,528 

10,358 10,580 10,038 9,501 9,311 9,253 

17,880 16,992 17,082 18,991 18,991 15,597 

18,424 18,164 17,407 16,711 16,711 16,062 

20,453 20,300 20,300 19,828 18,535 18,491 
5,078 4,923 4,605 4,461 4,605 4,605 

13,687 14,252 13,388 12,272 12,623 12,272 


11,132 11,244 10,978 10,748 10,535 9,871 
Source: CEMA 


Edward Island and Newfoundland are not required to participate in 
any quota reductions. Provincial boards are responsible for establish- 


ing and allocating individual producer quotas. 


The requirements of the national market, however, have changed since 
1972. Demographic changes mean the provincial shares established in 
the Proclamation may no longer be representative. Consequently, 

CEMA initiates special programs to ensure market responsiveness and 


efficiency in the way supplies are managed. 


NUMBER OF REGISTERED PRODUCERS PER PROVINCE 


94 
BC 144 
AL 196 
SK 76 
MN 214 
ON 570 
PQ 144 
NB 18 
NS 34 
PE 19 
NF 20 
TOTAL 1,435 


93 


147 
202 
78 
218 
589 
144 
18 
35 
19 
21 


1,471 


December 31, 1994 


A; the year came to an 


end, provinces once 


92 


153 
214 
79 
219 
612 
149 
18 
35 
21 
24 


1,524 


91 


153 
216 
79 
225 
632 
161 
19 
36 
24 
32 


I Keely / 


again indicated interest 


in another quota 


exchange and plans were 


underway to run one in 


early 1995, 


90 


154 
228 
79 
231 
652 
171 
19 
38 
25 
29 


1,626 


89 88 87 86 85 84 


155 162 161 163 166 173 
230 232 231 234 246 250 

80 81 82 85 90 94 
240 240 241 242 239 244 


682 704 742 784 800 805 in Canada, a decline of 
175 190 189-170 170207 about 500 over ten years. 
Production exists In every 
3 2 es Se SG 


province to ensure 
40 42 42 43 46 46 adequate supplies for all 
27 29 31 sy 31 31 Canadians. 


31 31 SBS 36 35 36 


In 1994, there were 1,435 
registered egg producers 


1,682 1,734 1,776 1,814 1,848 1,912 


Source: CEMA 


National quota exchange 


A trial national quota exchange (NQE) was initiated in 1994 to enable 
quota to move from one province to another. The exchange operates 
by market demand, allowing producers to bid and buy quota, meas- 
ured by the number of hens. The NQE program met with some suc- 


cess in 1994 and will be continued in 1995. 


During 1994, proposed mechanics of the exchange were circulated to 
all signatories of the federal-provincial egg marketing agreement and 
to other industry stakeholders for comment. Following adjustments in 
response to comments, the first exchange occurred in May with three 


provinces participating. 
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In that exchange, 29,246 quota units were sold with buyers taking 
29,112 units. The difference of 134 was purchased by the Agency 
to balance the exchange. Another exchange was announced for the 
fall but there was insufficient demand as only one province indicated 


interest. 


Maximum hen inventory 


In controlling supplies, regulations have evolved such that provinces 
are permitted to use up to 97 percent of their quota allocation. 
Once over the 97 percent, damages are assessed according to a 
liquidated damages agreement between CEMA and the provincial 


egg marketing boards. 


In order to improve market responsiveness, CEMA introduced 
flexibility in the way the maximum hen inventory level is calculated. 
Maintaining inventories below 97 percent at all times had become 
difficult because bird mortality has been reduced and because place- 
ment of pullets in layer barns tends to be concentrated at certain 
times of the year. Provinces wanting to avoid liquidated damages 
initiated fowl removal programs as these were less costly than 


paying damages. 


CEMA and the provincial boards questioned if these fowl removal 
programs were necessary and if more flexibility could be introduced. 
Maintaining inventories below 97 percent was less onerous if the 
levels were averaged over some months. Consequently, the liqui- 
dated damages agreement with the provinces was amended to 
provide for an assessment period of 26 consecutive weeks, permit- 
ting flexibility in supply while maintaining the 97 percent maximum 


inventory level over time. 


In managing supply, CEMA employs a field staff of eight inspectors 
to monitor hen inventories on every farm and verify these with the 

inventories reported to the Agency by provincial marketing boards. 
Only through such inspection and audits can it be certain that prov- 


inces are operating within their allocated levels. 
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ie liquidated 


damages agreement with 
provinces was amended 
to permit flexibility in 
maximum allowable 


inventory levels. 


ALLOCATIONS AND INVENTORIES 1994 


PROVINCE ALLOCATION 


BC 2,233,983 
AL 1,459,037 
SK 780,811 
MN 2,124,430 
ON 6,808,658 
PQ 3,007,222 
NB 389,507 
NS 780,816 
PE 119,542 
NF 362,058 
CAN 18,066,064 
A griculture and Agri- 


Food Canada inspects 


grading and breaking 


stations to ensure federal 


government regulations 


are maintained. 


% OF NATIONAL LAYERINVENTORY 


ALLOCA TION 1994 AVERAGE 
12% 2,142,462 
8% 1,400,216 
The Proclamation 
4% 743,702 , ae 
stipulates provincial 
12% 2,044,352 market shares. CEMA 
38 % 6,542,083 field inspectors monitor 
17% 2,831,950 hen inventories as part 
2% 376,780 of the Agency’s day-to- 
4% 745,581 Vey Sua) 
1% 100,104 management. 
2% 322,506 
100% 17,249,735 


How eggs are marketed 


About 1,400 farms in Canada produce eggs for purchase by two 
markets: the fresh table market and the breaker market. The breaker 
market consists of processors who break eggs for liquid, dried or 
frozen product or who break the egg down for highly value-added 


goods, like enzyme products. 


Shell eggs are sent to graders where they are sized and graded. The 
highest quality eggs are then sold to retailers for the table market. 
CEMA’s first obligation is to ensure that the table market is filled and 
this may involve sourcing graded eggs in one part of the country for 


delivery to another. 


CONSUMER PRICE INDICES 
Eggs vs Food vs All Items 


Eggs are an excellent buy 
for Canadian consumers. 
Since 1986, egg prices have 
increased only 9.5 percent 
while prices for all food 
have increased by 23.3 
percent. In contrast, the 
Consumer Price Index for 
all items shows a 30.7 
percent increase since 


2) ee) ice) es) 
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Eggs which are surplus to these table requirements are then sold to 
Canadian processors. They need not be sized but can be graded 
nest-run, a procedure where eggs are weighed in bulk, avoiding the 


unnecessary costs of washing and sizing. 


CEMA operates an industrial product program to ensure eggs in 
surplus of table requirements can be processed. Again, it may be 
necessary to source product in one part of the country for delivery 
to another. Because Canadian processors must compete with those 
in the United States, CEMA ensures eggs are available for sale at 
competitive prices. As a result, a U.S.-based breaking stock price is 
converted into Canadian dollars. At the same time, producers must 
make enough money to cover their costs of producing these eggs 
over time. This is accomplished by reviewing the cost of produc- 
tion through surveys and determining a producer price for all eggs. 
In effect, the returns from breakers are pooled with returns from the 
table market through an assessment, or consumer levy. Determina- 
tion of this levy is done on an annual basis in conjunction with 


provincial boards. 


As well, the levy needed to generate returns for administrative 
purposes is also determined. Finally, a single, blended levy 1s pro- 


posed to National Farm Products Council. 


; 4 BUYERS BC AL SK MN ON 
One obligation of 
the Agency is to een 
fee ‘ Ee a 
: ee AL 31,996 34,027 1,356 
interprovincial 

SK 13,011 211,707 

movement of eggs. 
ahelahove table MN 9,022 82,577 130,976 
shows the 1994 2 —_ 
movement among al : 
provinces and Ne 
territories. About S 
1.67 million boxes me 
of eggs were NE 
moved ae 
interprovincially YK 1,107 
in 1994, IAN 


A major portion of 
CEMA’s operations is its 
industrial product 


program. 


1994 INTERPROVINCIAL MOVEMENT 


TOTAL 


PQ NB NS PE NF NWI YK _— SALES 


212,532 
553,722 


26 

12,673 11,629 205,859 
224,718 

4,085 537,173 
553,722 

249 79,330 
2,157 


18,251 62,171 


PURCHASES 136,211 295,391 129,977 34,053 211,413 767,279 43,920 1,132 0 18,500 16,758 11,629 1,666,263 


Data in boxes of 15 dozen 


LS 


AM, year’s end, 


provincial marketing 
boards and CEMA 
decided the sacrifices 
of a three-cent-a-dozen 
producer levy were too 
great. CEMA once 
again sought a blended 
levy of 13.5 cents a 
dozen, 12.5 cents of 
which would be 
recovered through 
consumer levies. 
National Farm 
Products Council once 
again said no and this 
time, the Agency 
entered 1995 without a 
levy order in place. 
Extensive meetings with 
Council suggested a 
resolution could be 
found and in the 
interim, provincial 
boards were remitting. 
assessments to the 


Agency. 


Levies 1994 

Council approved a 13.5-cent-a-dozen levy for 1994 if the CEMA 
price allowed for recovery of only 10.5 cents through consumer 
assessments. This meant that three cents a dozen could not be recov- 
ered from the sale of table eggs and had to come to the Agency 


through direct producer assessments. 


In 1994, special arrangements were made with Ontario and Quebec, 
both which continued to operate their own provincial industrial prod- 
uct removal programs. A service contract was signed with Ontario 
whereby the province would contribute the net amount from 11 cents 
a dozen for industrial product removal. This was the same contribu- 
tion as most other provinces but Ontario used the portion of the 
national levy it required to operate its own program and then remitted 


the remainder to CEMA for the national program. 


For 1994, Quebec opted not to enter into a formal service agreement. 
The province did, however, remit four cents a dozen toward the 
national industrial product program and entirely financed its own 
industrial product removal costs. Like all the other provinces, Quebec 


also remitted 2.5 cents a dozen for administrative purposes. 


Security 

The financial integrity of market operations depends on ensuring that 
product in excess of table requirements is in fact taken up by the 
industrial product program. CEMA inspectors visit grading and 
breaking businesses to verify that eggs declared to provincial boards to 
be in excess of table requirements go to breakers. CEMA contracts 
Agriculture and Agri-Food Canada (AAFC) to serve as an objective 


third party in this verification process. 


CEMA, in conjunction with the grading and breaking industries, has 
developed a set of operating rules called Procedures and Guidelines. 
In 1994, Procedures and Guidelines was amended to strengthen the 
rules pertaining to industrial product. The amendments set out penal- 
ties to be assessed in the event a breaker does divert product to the 


table market. They also more clearly specify that only those who 
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conform to the Processed Egg Regulations of AAFC are eligible to 
receive industrial eggs from CEMA. (Gian advocates the 


increased use of plastic 


Sales trays in the industrial 


Data for 1994 suggest that table egg demand was equal to that of 


last year. This is particularly good news given that table demand in product program. 


1993 increased by about three percent over 1992. Washable and durable, 
plastic trays are superior 

Compared to other industrialized countries, Canadian table demand 

has done quite well. The International Egg Commission reports to fibre trays. 

alarming drops in some countries, particularly Germany and Swit- 

zerland. Marked declines have been the rule in industrialized 


countries. 


ESTIMATED CANADIAN EGG CONSUMPTION 
Millions of boxes of 15 dozen 1982 - 1994 MTable Processed 


The percentage of 
industrial product to all 
egg consumption has 25 
increased over the years. 
In 1982, processed 


product accounted for 15 
only 7.9 percent of all 
ege consumption. In 19 


1988, this rested at 12.1 

percent while in 1994, 

preliminary data 0 

indicate 16.7 percent of 

all consumption was coeen: 
ource: 


taken up by processors. Statistics Canada - all eggs 
Agriculture Canada - processed eggs 
Derived - table eggs 


Sales to processors have increased by 17 percent as a result of 
steady table disappearance and a one percent increase in overall 
national supply. This increase in production 1s consistent with 


improved rate of lay. 


The increased declaration of industrial product and a reduction in 
the U.S. price resulted in financial pressure on the Agency’s fund 
used for the domestic industrial product program. This fund 
maintained a deficit throughout the year and at year’s end, the 
deficit was in excess of $4 million. The cash position deteriorated 


by over $6 million, requiring greater use of the Agency’s line of 
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JP. division consults 
on a regular basis with 
Agriculture and Agri- 
Food Canada on 
proposed regulatory 
changes which could 
have an impact on 
quality. In 1994, CEMA 
consulted with the 
Department on labelling 
standards, testing of 
imports, diversion of 
cracked eggs for 
pasteurization, use of 
fibre and plastic trays in 
grading and breaking . 


stations, cost recovery, 


cooling and refrigeration. 


credit. As a result of increased borrowing, the Agency had to increase 
its line of credit to cover industrial product removal costs in the first 
balfor loos: 


Data collection 


Staff discovered major discrepancies between nest-run data collected 
by Agriculture and Agri-Food Canada and that collected by CEMA. 
The data discrepancies occur because the department collects nest-run 
volumes as reported by registered graders while the Agency’s data are 
declared to the Agency through the industrial product program. An 
analysis showed that some graders are over recording nest-run prod- 


uct while others are under recording it. 


As nest-run eggs can only be put into the industrial product program, 
not the table market, the most accurate way to gather nest-run data is 
as CEMA does, through the industrial product program. This level of 
accuracy also permits the Agency to compensate for the reporting 
discrepancies in the grading stations so accurate year-over-year com- 


parisons of table disappearance can be made. 


Quality and food safety 


A major function of the operations division is maintaining the quality 
and safety of Canadian eggs. The consumption of eggs relative to 
other industrialized countries suggests Canadian consumers trust the 
product provided them by CEMA and the provincial marketing 


boards. 


CEMA’s nine inspectors are responsible for extending the Agency’s 
egg quality program known as Start Clean-Stay Clean. Begun in 1990 
as a salmonella control initiative, the industry soon came to realize that 
the reduction of all bacteria and food-borne illness, not just a particu- 
lar kind of bacteria, should be the real goal of any food quality pro- 


gram. 


Every farm is visited once a year by one of CEMA’s field inspectors 
who discusses production standards with the producer. Producers are 


encouraged to establish good bio-security programs which include 
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defining restricted zones for the laying house so access is strictly 
controlled. Reduction of vectors such as rodents and flies is another 


major element of the program. 


Getting ready for the WTO 


The economics unit of the operations division provided substantial 
technical support to the Federal-Provincial Task Force on Orderly 
Marketing, developed to help the Canadian egg industry adjust to the 
new trade rules of the World Trade Organization (WTO) commenc- 
ing in 1995. Part of this work was analyzing the system of egg 
marketing to ensure it will not violate any subsidy provisions of the 
WTO. 


In doing this, it became evident that the way product is sold to pro- 
cessors had to be modified to ensure price was highly related to 
quality, service and supply and demand principles. As the year 
closed, CEMA entered negotiations with the Canadian Poultry and 


Egg Processors Council on establishing three kinds of sales. 


Quantity of Tier I sales are guaranteed and therefore, justify a pre- 
mium. Volumes in Tier II sales fluctuate and when an abundance of 
eggs is available, prices are discounted for higher volume purchases. 
Quantity on Tier III sales is sporadic and therefore discounted on the 


spot market. 


While complete agreement with CPEPC had not been reached by 
year’s end, sufficient progress had been made to put in place a system 


entirely compatible with Canadian trade obligations. 


In other discussions with processors, agreement had been reached to 
increase the breaker price by five cents a dozen commencing January 
FIRS. 


Awe agreed to was an 
audit procedure of proc- 
essors’ records to ensure 
the security of the new 
tiered system. Discus- 
sions began regarding the 
buying and selling of 
product according to 
grade and packaging 
specifications and these 
discussions continue in 


(OER). 


ur comfort foo 


Speers SOE LE 


ean, OEE 


A comprehensive approach in marketir 
results in a synergy among program 


O ur comfort food 


CEMA uses a cooperative and comprehensive approach in its 
marketing programs so it can maximize the benefits of marketing’s 
three disciplines: advertising, promotions and marketing communi- 
cations. The approach is cooperative as it calls upon the expertise 
found within CEMA, the provincial egg marketing boards, creative 
agencies and professional nutrition advisors. The approach is 
comprehensive in that activities in one discipline must be consistent 
with the activities in another. Foodservice and nutrition programs, 
for example, speak to their own unique audiences but only as a 
means of reaching CEMA’s primary target audience, consumers 
between 18 and 49. 


Ensuring cooperation and national consistency, marketing plans are 
drafted by CEMA marketing specialists for comment by specialists 
with the provincial boards. These same specialists meet at least 
twice annually to discuss the most appropriate ways to increase egg 
consumption. Committees are formed to direct program develop- 
ment and ensure activities can be adapted to meet both national and 


provincial requirements. 


Advertising 

CEMA began 1994 in search of a new creative advertising agency 
willing to explore a variety of media and innovative ways of increas- 
ing consumption. A new approach to consumer advertising was 
sought as CEMA acknowledged that its financial resources were 
too limited to try to break through air wave clutter with traditional 
television advertisements. The result of the search was an 
unbundling of the business away from the full service advertising 


agency to leaner shops that would provide access to senior people. 


Roche Macauley & Partners was hired as the lead creative agency 
after an extensive search revealed its ability to meet this new ap- 
proach. While Roche Macauley & Partners has an impressive 


awarded-winning history, CEMA’s decision rested with this 


pA 


l n the 1994 advertising 
campaign, the simplicity 
of the egg was shown by 
the egg itself. The egg 
has stood the test of time 
and the advertisements 
gave people permission 
to put eggs back into 


their diets. 


f f hat made the 1994 


advertising campaign 
unique was its exten- 
sions: extensions into 
local radio markets, 
extensions into grocery 
stores and extensions 
into provincial egg mar- 


keting board programs. 


company’s desire to work with generic food advertising, trying new 
approaches to maximize the spending power of limited dollars. 
Harrison, Young, Pesonen and Newell was hired as the media manage- 
ment group and Tam Tam Inc. was chosen as the French creative 


agency. 


Advertising strategy development began in March and the new adver- 
tisements were unveiled before the board of directors in May. On June 
20, the country was reintroduced to eggs by way of 15-second televi- 
sion commercials. The commercials were designed to make an early 
visual impact on the consumer while later exposure to radio, print and 


in-store advertisements would entrench the marketing message. 


The creative was designed to give people permission to eat eggs once 
again. The advertisements were unique in their simplicity, evoking 
memories of simpler times. The messages “Eggs, Nature’s Comfort 
Food” in English markets and “Je craque pour toi mon coco” in 


French markets served as the anchor tag lines. 


The radio component of the campaign was the most extensive radio 
campaign ever undertaken by CEMA. Aggressive purchasing of air 
time resulted in stations agreeing to develop local market extensions 
which involved features relating to eggs and contests promoting egg 
usage. Controlled syndicated features were written and distributed in 


conjunction with Canadian Living and Coup de Pouce. 


Further extensions took point of sale material into 1,600 stores across 
Canada. Grocery cart and egg case advertisements reached consumers 


as they made their purchasing decisions. 


Promotions 


Both CEMA’s retail and foodservice components made extensive use 
of partner promotions in 1994. By partnering, CEMA is able to take 
advantage of food manufacturers’ large sales forces and brokering 


networks. 


ya 


CEMA began its retail marketing program in 1993 with a promise to 
the retail industry of directing in-store traffic, building business and 
expanding profits. The program centres on delivering recipes at 
retail, encouraging purchases of eggs and the other food items 
manufactured by the promotion’s partners. In 1994, over one mil- 
lion recipe booklets, all encouraging the use of eggs, were distrib- 


uted by our partners. 


Partnering with major food manufacturers was also a primary focus 
in our foodservice component. The Canadian foodservice industry, 
just beginning to turn around after taking a battering during the 
recession, is anxious to take advantage of promotions that can 
attract customers while offering tasty, easy-to-prepare and inexpen- 
Sive recipes. By taking advantage of the distribution channels and 
sales forces of major food manufacturers, CEMA ensures 
foodservice operators receiving the partner promotion are told about 


the value of using eggs. 


Operator’s Edge is one such promotion. A combined tool of seven 
organizations, Operator’s Edge brings egg recipes, egg handling 
information and egg merchandising tips to family style/casual restau- 
rants. The first edition of Operator’s Edge, launched in June, was so 
successful that the seven organizations soon began work on the 


second edition which was distributed before year’s end. 


$ GROCERY VS $ RESTAURANT 
Average Annual Family Expenditure 


Thousands of dollars 


Canadians spend 
about one-third of 
their food money in 
restaurants. That is 3 
why CEMA works 
closely with the 
foodservice industry 
to promote eggs on 
the menu. 


fe romotions encourage 
egg consumption, whether 
at the retail level or in 
foodservice. They can 
increase egg use through 
recipe booklets and con- 
tests without the price tag 


of advertisements. 


C$ Grocery 
Gas Restaurant 
Based on 1992 Statistics Canada 


survey prorated to 1994 using the 
Consumer Price Index 


jis foodservice indus- 
try remains a powerful 
market for eggs. Con- 
sumer Reports on Eating 
Share Trends for June to 
August recorded a nine 
percent increase in egg 
eating Occasions over a 
year ago. Growth was 
found in both breakfast 
and lunch meal occa- 


SIONS. 


California Dreamin’ and Here Comes the Sun were two other highly 


successful promotions. 


The California Dreamin’ promotion was a contest for a trip to Califor- 
nia for anyone ordering eggs or an egg dish at the 335 participating 
operations. A telephone survey revealed that 60 percent of the opera- 
tors believed the contest was instrumental in increasing sales in their 


restaurants. 


Here Comes the Sun was a direct mail effort to 10,000 family style/ 
casual restaurant operators who could request a kit consisting of 
children’s activity placemats, a new egg recipe brochure and the 1994 
foodservice calendar. The response rate was 18 percent, topping last 
year’s 16.5 percent response for a similar promotion. The industry 


standard for this kind of activity is two to four percent. 


Marketing communications 

CEMA’s nutrition program is committed to responsible communica- 
tion whereby the Agency can be established as a credible source of 
information for health professionals including researchers, physicians, 
nurses, home economists and dietitians. A nutrition advisory panel of 
health professionals advises the Agency on its nutrition communica- 
tions to ensure that the public good is put before commercial interests. 
Only a credible program dedicated to the public good will result in 


health professionals advising their clients about the merits of eggs. 


CEMA maintained its close association with the Canadian Dietetic 
Association, sponsoring Nutrition Month in March. The program, 
Nourishing Our Children’s Future, was expanded in 1994 to reach 
more than 6,000 family physicians with pediatric practices. The 
Agency also worked closely with researchers, sponsoring an interna- 
tional symposium on atherosclerosis and nutrition. Communications 
with physicians, dietitians and nurses continued with development and 
distribution of a new edition of Nutrition in Your Practice. The 1994 
version centered on the impact of lipids in health and disease. 

In 1994, work continued on the development and distribution of four 
posters based on Canada’s Food Guide to Healthy Eating. Directed to 


school children, the posters show how eggs are part of a balanced diet. 
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A brochure entitled Putting Fat in Perspective was also developed 
for general audiences. Distributed to health professionals and educa- 
tors, the brochure can be used as a resource in discussing balanced 


diets with clients and students. 


The nutrition communications program also serves as the Agency’s 
expertise in regulatory matters involving nutrition. As a result of this 
program, CEMA was able to provide expert opinion on labelling, 


irradiation and other regulatory issues to government officials. 


The future 


For the most part, 1994 was a successful year for CEMA’s marketing 
programs. In the fall, however, the Agency lost 20 years of egg 
marketing experience as three specialists chose to advance their 
careers outside the Agency. With a gutted marketing unit, the 
Agency commissioned a consultant to study its marketing mix. The 
Agency’s budget was combed and an additional $337,500 was found 


for marketing. 


As 1994 closed, difficult decisions had to be made about the future 
of the Agency’s marketing programs and fundamental changes were 
being considered; the fate of the 1995 marketing plan was unde- 
cided. 


os 


lake Canada invited 
CEMA to coordinate a 
collective consumer 
research project on la- 
bels with information 
about omega-s fatty 
acids. The department 
has agreed to issue Tem- 
porary Marketing Au- 
thorization Letters to 
allow individuals to label 
for fatty acids. To re- 
ceive such an authoriza- 
tion, however, there must 
be an agreement to con- 
duct consumer research. 
In 1994, eight individuals 
indicated interest in 


taking part. 


Cohesion 


. 


C ohesion 


The Canadian Egg Marketing Agency’s support groups are the ones 


to ensure the Agency functions as a cohesive whole. 


Information services 


The information services unit of CEMA assists all other units with 
information processing needs. This requires system support for 
industrial product removal, evaluation of new software, design of new 
reporting structures and the formation of databases. In 1994, much 
progress was made on the development of a market industry database 
for tracking vital information and statistics about the Canadian egg 
industry. Expected to be completed early in 1995, the database is to 
become the industry standard and will become an essential tool in the 
Agency’s economic analyses. The unit also offered support to the 
finance unit’s automation in the way marketings are recorded to 
calculate levy income and receivables. This will reduce the time 


required to record transactions and simplify reconciliation. 


Communications 


The communications unit provides the Agency’s writing and editing 
services and media relations. It ensures ongoing consultations with 
other agricultural organizations, producers and government on issues 
ranging from trade, egg quality and animal husbandry. The unit is 
responsible for the development and implementation of strategic 
communications plans, publication of Agency newsletters and other 


public documents and ensuring public enquiries are answered. 


Administrative support group 


The Agency’s administrative support group is responsible for organiz- 
ing and preparing records of the annual, board and committee meet- 
ings as well as coordinating travel arrangements to ensure cost effi- 
ciency. Language skills are high among this group as its members are 
charged with ensuring the Agency’s document standards are adhered 


to so a consistent and professional Agency image is projected. In 


P| 


lee demands for 
information processing 
on all of the Agency's 
service groups has 
increased over the years. 
Today's employee must 
be able to adapt to a 
quickly changing office 
environment as the ways 
to compile, present and 
process information 


change rapidly. 


es Agency strongly 
believes that its 
employees are its most 
important resource. 
Emloyees provide the 
expertise, experience and 
continuity required to 
develop and implement 
successful programs for 


egg producers. 


1994, new skills were learned by this group as new word processing 


and desk-top publishing software was introduced to the Agency. 


Office services 


The office services unit assembles documentation in preparation of 
annual, board and committee meetings. It is responsible for process- 
ing public requests for the Agency’s promotional resources. It makes 
sure that all office equipment functions efficiently. In 1994, major 
projects of the office services unit included installation of a voice mail 
system to provide more efficient service to Agency customers, re- 
placement of mailing and translation equipment and fulfillment of 


consumer requests for recipe booklets. 


Finance 


The finance unit is responsible for handling all Agency financial 
transactions. The large number of transactions handled is only accom- 
plished through the use of extensive automation. Each period, the unit 
prepares financial statements which provide an on-going measure of 
the Agency’s performance. Annually, the unit coordinates the prepara- 
tion of the Agency’s administration budget as well as closing the 
financial records and undergoing an external audit. The unit also 
provides internal audits and visits all provincial boards each year to 


review their systems and internal controls. 


Human resources 


It is the human resources unit’s responsibility to manage all personnel 
matters within the Agency. The unit co-ordinates the pay equity 
program, reviews benefits, prepares income and taxation statements 
for government, implements changes to benefits packages as required 
by government budgets and arranges for employee workshops and 
training. The year 1994 was demanding as employees were adapting 
to a changing industry and a changing Agency. The unit organized a 
workshop designed to help employees deal with the demands of 
change. The unit also organized human resource forums to receive 


employees’ views on what the Agency can do to make change easier. 
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Auditors' Report To 


The Minister of Agriculture and Agri-Food 
Government of Canada 


The National Farm Products Council 


The Members 
Canadian Egg Marketing Agency 


We have audited the balance sheet of the Canadian Egg Marketing Agency as at December 31, 1994 and the 
statement of operations and balance of funds for the fifty-three week period then ended. These financial 
statements are the responsibility of the Agency’s management. Our responsibility is to express an opinion on 
these financial statements based on our audit. 


Except as explained in the following paragraph, we conducted our audit in accordance with generally accepted 
auditing standards. Those standards require that we plan and perform an audit to obtain reasonable assurance 
whether the financial statements are free of material misstatement. An audit includes examining, ona test basis, 
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing 
the accounting principlesused and significant estimates made by management, as well as evaluating the overall 
financial statement presentation. 


In common withmany agricultural product marketing agencies, the Agency derives revenue fromlevy, service 
fees and contributions. Due to the structure of the egg industry and the inability to determine levies on farmgate 
sales, our verification of these revenues was limited to the amounts recorded in the accounts of the Agency and 
we were not able to determine whether any adjustments might be necessary to levy, service fees and 
contributions, excess ofrevenue over expenses, assets and balance of funds. 


In our opinion, except for the effects of adjustments, ifany, which we might have determined to be necessary 
had we been able to satisfy ourselves concerning the completeness of revenue from levy, service fees and 
contributions referred to in the preceding paragraph, these financial statements present fairly, in all material 
respects, the financial position of the Agency as at December 31, 1994 and the results of its operations and 
the changes in its financial position for the fifty-three week period then ended in accordance with generally 
accepted accounting principles. 


VP aparch Hope 


Ottawa, Canada 
February 17, 1995 
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CANADIAN EGG MARKETING AGENCY 


Balance Sheet 


December 31, 1994, with comparative figures for December 25, 1993 (In thousands of dollars) 


Market 
Operations 
Accounts 
(schedule) 
ASSETS 
Current assets: 
Cash and treasury bills $ 221 
Accounts receivable (note 3) 5,603 
Inventory 188 
Prepaid expenses 2 
Inter-account receivable (payable) (4,452) 
1,562 
Fixed assets (note 4) aoe 
$ 1,562 
LIABILITIES AND BALANCE OF FUNDS 
Current liabilities: 
Accounts payable and 
accrued liabilities $ 4,134 
Demand loan (note 5) 2,400 
6,534 
Balance of funds (4,972) 
Commitments and contingencies 
(notes 6, 8 and 9) 
$ 1,562 


See accompanying notes to financial statements. 


On behalf of the Agency: 


So Dt Wcller 
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Administration 


$ 


1994 1993 
Account Total Total 
169 $ 390 $ 4,193 
1,182 6,785 6,191 
o--- 188 98 
58 60 73 
4,452 ---- o--- 
5,861 7,423 10,555 
430 430 302 
6,291 $ 7,853 $ 10,857 
846 $ 4,980 $ 5,923 
oo-- 2,400 sere 
846 7,380 5,923 
5,445 473 4,934 
6,291 $ 7,853 $ 10,857 


, Chairman of the Board of Directors 


, Chairman of the Audit Committee 


CANADIAN EGG MARKETING AGENCY 


Statement of Operations and Balance of Funds 


Fifty-three week period ended December 31, 1994, with comparative figures for 


the fifty-two week period ended December 25, 1993 (In thousands of dollars) 


See accompanying notes to financial statements. 
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Market 
Operations Administration 1994 1993 
Accounts Account Total Total 
(schedule) 
REV ENUE: 
Egg sales $ 22,288 $ ---- 22,288 21,087 
Net levy, service fees and contributions (note 10) 25,291 10,841 36,132 37,624 
Interest and other income 101 213 314 354 
47,680 11,054 58,734 59,065 
EXPENSES: 
Trade operations: 
Egg purchases 50,144 ---- 50,144 43,535 
Packaging 1,823 ---- 1,823 918 
Trans portation and handling 1,220 soe 1,220 1,233 
Third party verification 238 — 238 235 
Interest 221 ---- 221 228 
Other 74 ---- 74 128 
Quota retirement program (note 9) 600 o--- 600 232 
Overbase purchase program o--- ---- ---- 218 
Fowl! removal program ee Bae eas 25 
54,320 one- 54,320 46,752 
Marketing ---- 3,799 3,799 4,789 
Salaries o--- 2,382 2,382 2,247 
Professional fees and consulting ---- 298 298 334 
Meetings and travel o--- 810 810 753 
Office o--- 186 186 217 
Research and development o--- 112 112 166 
Telephone and facsimile ooo 76 76 92 
Rent o--- 428 428 376 
Communications soe 160 160 240 
Per diems o--- 190 190 179 
Other administrative — 129 129 123 
Depreciation and amortization o--- 112 112 127 
Uncollectible levy, service fees 
and contributions 5 (3) 2 a--- 
Donation of eggs 191 o--- 191 202 
54,516 8,679 63,195 56,597 
Excess of revenue over expenses 
(expenses over revenue) (6,836) 2,375 (4,461) 2,468 
Balance of funds, beginning of period 1,864 3,070 4,934 2,466 
Balance of funds, end of period $ (4,972) $ 5445 $ 473 $ 4,934 


CANADIAN EGG MARKETING AGENCY 


Notes To Financial Statements 
Fifty-three week period ended December 31, 1994 (In thousands of dollars) 


1. Activities of the Agency: 


(a) Objective of the Agency: 
The Canadian Egg Marketing Agency was established to effectively manage the production, pricing, distribution and 
disposition of eggs in Canada. 

(b) Levy, service fees and contributions: 
The provincial egg marketing boards have agreed to act as agents of the Agency for the collection, control and 
remittance of the levy imposed by the Agency. Further amounts are paid to the Agency by the provincial boards to 
finance the national industrial product removal system pursuant to the supplementary federal-provincial agreement 
and, in the case of Quebec and Alberta, through service fees payable pursuant to a commercial contract. 

(c) Removal activities: 
The Agency purchases, at specified buy-back prices, all eggs that meet Agency specifications that have been 
declared as excess to provincial table market requirements. These eggs are then sold to the domestic and export 
markets. 

(d) Service contracts: 
In 1994, the Agency entered into a contract with the Ontario provincial board for the operation of a provincial industrial 
removal program within the national system. Moreover, it provided for national industrial product removal levies to be 
used to finance the removal of industrial product within the province. The excess (shortfall) of national industrial product 
removal levies over the cost of the removal of industrial product is included in revenue from net levy, service fees and 
contributions in the statement of Operations and Balance of Funds. 


The Agency did not have a service contract with Quebec in 1994 with respect to the operation of its provincial industrial 
removal program. In its place, Quebec remitted a fixed amount (included in revenue from levy, service fees and 
contributions) to the Agency to assist in the operation of the national industrial removal system. As such, Quebec was 
financially responsible for all of the provincial removal costs during the year. 


In 1993, the Agency was not financially responsible for industrial product removal costs in either Ontario or Quebec. 
(e) Provincial accounts: 


In 1993, the Agency was required to maintain Provincial Account balances. As at December 25, 1993, an accrual was made 
to reduce the balances to zero. The adjustment is shown in note 10 as provincial refundable levy. 


In 1994, the provincial account balances were not maintained and no similar year-end adjustment was required. 


2. Significant accounting policies: 
(a) Basis of accounting: 
The industrial product removal levy, service fees and contributions are allocated to the Market Operations Accounts, 
Domestic and Export. All transactions involving the buying and selling of industrial product are recorded in the Domestic 


Account for domestic sales of product and the Export Account for export sales of product excess to the domestic 
requirement. 


The administration levy, service fees and contributions and all administrative expenses are recorded in the Administration 
Account. 


(b) Inventory: 
Inventory consists of eggs declared to the Agency but unsold at the end of the period. These eggs are valued at the lower 
of cost and net realizable value. 

(c) Fixed assets: 


Fixed assets are recorded at cost. Depreciation and amortization of fixed assets are calculated using the straight-line 
method over their anticipated useful lives as follows: 


PAIS RAGS NI AS SRS IEDR E ETE RET MESS TRE ERE BOIS ESE RIE LL LIE MII IDE IRE IS LN LES IOLA IG LEN ELE LS PETERS IER IDIOTS BETES EERE I ELISE YELLIN EIEIO L EINE PE EIT SIE ERIS OIE N AT OIE S TLE AE TIES EET AGREE 


Asset ‘ Basis 
Office equipment 10 years 
Computer hardware and software 5 years 


Leasehold improvements over remaining term of lease 
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CANADIAN EGG MARKETING AGENCY 


Notes to Financial Statements 
Fifty-three week period ended December 31, 1994 (In thousands of dollars) 


(d) Inter-account transactions: 
The Agency may not receive all the documentation needed to substantiate that all of the sales recorded in the Export 
Account were in fact export sales until a later date. In the event adequate documentation is not received, then a portion 
of these sales is treated as sales to the domestic market. Accordingly, the net cost of these sales transactions is 
charged to the Domestic Account. 


The Agency’s operation allows for the export of a portion of its domestic commitment sales under the domestic 
albumen rebate program. When proof of export for the albumen component of the domestic sale is received, the 
domestic cost of the exported product is charged to the Export Account. 


3. Accounts receivable: 


Accounts receivable consist of the following: 


Seana e ener“ meeeer- commerce aeceaeacamaaaasasaaaaaacaaaaaaaaaaaaaaaaaasascaaaaaaaaasaaaaasaaa 


Market 
Operations Administration 1994 1993 
Accounts Account Total Total 
Levy, service fees and contributions 
net of allow ances for uncollectible 

amounts of $113 (1993 - $111) $ 2,784 $ 793 $ 3,577 $ 4,251 

Egg sales 2,813 — 2,813 1,871 

Other 6 389 395 69 
Beene eee es 

$ 5,603 $ 1,182 $ 6,785 $ 6,191 

4. Fixed assets: 

EEE er aa 

1994 1993 

Accumulated Net book Net book 

Cost depreciation value value 

Computer hardware and software $ 623 $ 393 $ 230 $ 119 
Office equipment 435 263 172 148 
Leasehold improvement 54 26 28 35 
SDR et Ec ce eS TS ee 

$ 1,112 $ 682 $ 430 $ 302 


aaa 
Cost and accumulated depreciation amounted to $1,087 and $785 respectively in 1993. 
Demand loan: 


The Agency has a revolving demand loan facility with a total approved limit of $5,000. The facility is secured by a general 
assignment of book debts and demand debenture agreements. 


os 


= 


Contingent liabilities: 
The export of albumen under the domestic albumen rebate program results in a rebate to the egg processors when proof of 
export is received. This liability was not determinable as at December 31, 1994. 


7. Inter-account transactions: 
During 1994, asa result of non-receipt of adequate documentation, the Agency established that a portion of sales 


originally reflected in the export account were domestic sales. 


The net cost of these sales transferred to the Domestic Account amounted to $215 (1993 - $971). 
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CANADIAN EGG MARKETING AGENCY 


Notes to Financial Statements 
Fifty-three week period ended December 31, 1994 (In thousands of dollars) 


In addition, during 1994, a portion of the sales originally recorded as domestic sales were determined to be export 
sales as a result of receipt of proof of export. 


The net cost of these sales transferred to the Export Account amounted to $3,209 (1993 - $2,140). 


8. Commitments: 


The Agency is committed under the terms of operating lease contracts for the rental of premises, excluding operating 
costs, as follows: 


1995 $ 242 
1996 242 
1997 242 
1998 242 

$ 968 


9. Quota retirement program: 


During 1993, the Agency initiated a quota retirement program. Contracts under the program specify the quota’s price 
as well as the payment terms which ranged from twelve to twenty-four months. 


During 1994, payments under the quota retirement program totalled $600 (1993 - $232). Outstanding obligations 
under the program for 1995 are $236. 


. Net levy, service fees and contributions: 


Total Market 


Domestic Export Operations Administration 1994 1993 
Account Account Accounts Account Total Total 
Levy, service fees 
and contributions $ 21,086 $ 4,247 $ 25,333 $ 10,742 $ 36075 $ 39,380 
Condominium flock settlement 272 142 414 99 513 — 
Provincial refundable levy ae — SS ee —— (1,756) 
Net levy contribution (456) —_— (456) —_ (456) —_ 
$ 20,902 $ 4,389 $ 25,291 $ 10,841 $ 36,132 $ 37,624 


In 1994, the Agency received its portion of a settlement relating to service fees that had not been collected from a 
condominium flock which had been operating in Quebec. The total settlement of $700 was split between the Agency 
and the Quebec Board based upon the average national and provincial levy rates in effect from 1983 to 1993. The 
Agency’s share totalled $513 and was allocated to the accounts based upon its average levy rates during the same 
period. 


11. Comparative figures: 


Certain of the comparative figures have been reclassified to conform with the financial statement presentation adopted 
for the current year. 


Statement of changes in financial position: 


No statement of changes in financial position has been presented as it would not provide additional meaningful 
information. 
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CANADIAN EGG MARKETING AGENCY 


Schedule - Market Operations Accounts 
Balance Sheet 


December 31, 1994, with comparative figures for December 25, 1993 (In thousands of dollars) 


1994 1993 
Total Market Total Market 
Domestic Export Operations Operations 
Account Account Accounts Accounts 
ASSETS 
Current assets: 
Cash and treasury bills $ 173 $ 48 $ 221 $ 1,400 
Accounts receivable 4,248 1,355 5,603 5,490 
Inventory 188 o--- 188 98 
Prepaid expenses 2 ooo 2 23 
Inter-account payable (3,012) (1,440) (4,452) (128) 
$ 1,599 $ 37 $ 1,562 $ 6,883 
LIABILITIES AND BALANCE OF FUNDS 
Current liabilities: 
Accounts payable and accrued liabilities Sirs. sor $ 777 $ 4,134 $ 5,019 
Demand ioans 2,400 soe 2,400 o--- 
5,757 777 6,534 5,019 
Balance of funds (4,158) (814) (4,972) 1,864 
$ 1,599 $ (37) $ 1,562 $ 6,883 
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CANADIAN EGG MARKETING AGENCY 


Schedule - Market Operations Accounts 
Statement of Operations and Balance of Funds 


Fifty-three week period ended December 31, 1994, with comparative figures for 
the fifty-two week period ended December 25, 1993 (In thousands of dollars) 


REV ENUE: 
Egg sales 


Net levy, service fees and contributions 
Interest and other income 
Inter-account transfers (note 7) 


EXPENSES: 


Trade operations: 
Egg purchases 
Packaging 
Transportation and handling 
Third party verification 


Interest 
Other 


Quota retirement program 
Overbase purchase program 
Fow! removal program 


Uncollectible levy, service 
fees and contributions 


Donations of eggs 


Excess of revenue over expenses 
(expenses over revenue) 


Balance of funds, beginning of period 


Balance of funds, end of period 


Domestic 
Account 


$ 20,977 $ 


20,902 
35 
2,994 
44,908 


44,190 
1,640 
1,070 

238 
205 
73 


47,416 


(5) 

82 
47,493 
(2,585) 


(1,573) 


$ (4,158) $ 
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Export 
Account 


1,311 
4,389 
66 

(2,994) 
2772 


5,954 
183 


600 


6,904 
10 
109 
7,023 

(4,251) 


3,437 


(814) 


1994 1993 
Total Market Total Market 
Operations Operations 
Accounts Accounts 
$ 22,288 $ 21,087 
25,291 29,098 
101 183 
47,680 50,368 
50,144 43,535 
1,823 918 
1,220 dizos 
238 235 
221 228 
74 128 
600 232 
o--- 218 
aoe 25 
54,320 46,752 
5 (3) 
191 202 
54,516 46,951 
(6,836) 3,417 
1,864 (1,553) 
$ (4,972) $ 1,864 
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Annual cap Ca Tease Fah Egg 


CEMA’s Mission Statement 


To effectively manage the production, pricing, 
distribution and disposition of eggs in Canada, 
and to promote the sale of eggs, so that: the 
consumer receives a supply of quality product at a 
fair price; the producer receives a fair return; 
opportunities in the development of new uses and 


markets for eggs are encouraged. 


Canadian Egg Marketing Agency 
Suite 1900, Place de Ville, 320 Queen Street, 
Ottawa, Ontario 
K1iR 5A3 


Tel: (613) 238-2514 Fax: (613) 238-1967 
info@CanadaEGG.Ca 
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Report Of The Chairman 


For the Canadian Egg Marketing Agency, 
1995 was a year of adjustment, demanding 
flexibility. As events have shown, we were 
up to the challenge. 

The Uruguay Round multilateral trade 
agreement meant change in the way the 
Agency, producers and processors do business. 
We adjusted to severe market fluctuations so 
producers could continue to receive their costs 
of production over time while consumers and 
processors paid fair prices. And we increased 


consultations at all levels. 


tance of a framework. This is a critical mat- 
ter for all in the industry, but especially for 
producers, because the FPA will formalize 
the revenue-sharing formula which helps 

to stabilize producer returns. 

We must continue to monitor the effects 
of government operations on our industry. 
In 1996 as never before, we will see the 
impact of government cutbacks, particularly 
the elimination of Feed Freight Assistance, 
and of increased user fees for government 


services. These government decisions will 


ROBERT MURPHY 
Chairman 


While it is important not to lose sight of 
yur accomplishments in 1995, it is equally 
mportant to keep in mind the many challenges that await us. 

A priority in 1996 must be securing the changes required in the 
Agency Proclamation and bylaws so new industry members to our 
Board of Directors have full voting rights. One of the most significant 
events in 1995 was the arrival of processing and hatchery representa- 
‘ives at our directors’ table. Now we must ensure these new members 
ure offered full rights and privileges. 

It will also be necessary to develop procedures in the way the 
directors oversee the Agency’s business. This is, in large part, because 
che egg industry is changing so rapidly that the matters that must 
de considered by directors increase in number and complexity. 

A good start was made in 1995 with the development of a process 
0 form written Agency positions on the many issues faced by direc- 
‘ors. In 1996, we must maximize the use of the committee 
system so thoughtful discussion on the matters requiring directors’ 
uttention can occur among a variety of stakeholders. 

Among those matters is finalizing a revised Federal-Provincial 
Agreement (FPA) on Canadian egg marketing. Discussions on such 


un Agreement began in 1994 culminating with industry-wide accep- 


impact costs of production in some regions 
more than others. We must ensure our indus- 
try maintains the national cooperation which is the foundation of 
our egg supply management system. 

On the horizon, too, are trade matters requiring our attention. 
We expect to win the tariff challenge launched by the United States 
under the North American Free Trade Agreement. But we also expect 
the U.S. to continue its incessant efforts to gain access to our markets. 
Pressures by government and interest groups to lower farmgate prices, 
to change the way we practice animal agriculture and to increase 
the tax and paper burden on small businesses must be fought at 
every opportunity. 

I would like to extend my thanks to my fellow members of the 
Board of Directors. It is because of them that a wide spectrum of 
opinion can be considered before policy direction is given to man- 
agement. I have come to rely on the experience and wisdom of my 
board colleagues. 

Thanks are also extended to Chief Executive Officer Neil Currie 
whose day-to-day management has kept the Agency on a steady 
course of progress. The dedication and expertise of those at the 


Agency office are truly appreciated by the Board of Directors. 
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Report Of The Chief Executive Officer 


The Canadian Egg Marketing Agency set a 
course in 1995 towards the future growth and 
security of Canada’s egg industry. 

The year was not without its problems. At 
times, the Agency struggled to balance pro- 
ducers’ incomes through the Industrial 
Products Program. The chronically low price 
in the U.S. market strained CEMA resources 
to the limit. Our industrial product sales failed 
to provide the revenue required to return 
producers their costs of production. 

A combination of increased levy revenue, 
much improved sales revenue and short- 
rerm credit has allowed CEMA to weather 
this most recent storm. CEMA has regained its financial feet. 

We learned a lot in 1995. We learned the value of an extensive 
planning process, the value and necessity of national cooperation 
and the value of working together to improve the egg business. 

We learned the new reality in Canada requires egg producers to 
pull out all the stops to develop their business. That means continuing 
to make sure we produce and market the best and safest product in 
the world in the most efficient way. We need to develop close work- 
ing relationships with all segments of the industry from grading and 
processing through retailing and on to our consumers. 

We must guarantee that we produce the product Canadians want 
and put it where they can buy it. We must ensure they know that 
eggs are nature’s best food and that it is always available at fair prices. 

In 1995, the Agency’s internal operations were adjusted to respond 
to this new reality. Staff have embraced a Total Product Management 
concept and will strive to develop programs and recommend policy 
to sell more eggs profitably. 

We are off to a great start. Throughout 1995, our marketing 


programs were completely rebuilt. Based on comprehensive consumer 


NEIL CURRIE 
Chief Executive Officer 


research, new advertising strategies were creat- 
ed along with new promotional activities. We 
have great expectations for our new campaigns. 

It certainly helps that recent research report- 
ed widely in the media finally pierces the old 
cholesterol myth and proclaims the great nutri- 
tional value of our wonderful product. 

In support, CEMA is working with 
provincial boards and producers to ensure 
our product remains the best it can be, at 
the right place, at the right time and at the 
right price. Policies to enable flexible supply 
in response to market conditions began 
emerging in 1995. Our code of farm man- 
agement practice, Start Clean-Stay Clean, continues to be recognized 
as the world leader in on-farm biosecurity initiatives. 

Pricing systems are being reviewed for table and breaking eggs as 
a critical marketing factor. CEMA continues its work with processors 
to capitalize on the growing opportunities available for processed 
egg products. 

Throughout 1995, the Agency set a course for the future: a future 
of market growth by providing a safe, nutritious and wholesome 
product. Opportunities to improve our methods are always available. 
Opportunities to provide new and improved products to our con- 
sumers must and will be identified as we steer our course through 
1996 and beyond. 

As we do, it is my distinct pleasure to work with the experienced 
and committed managers and staff of the Agency. I thank them for their 
continued dedication and contributions towards a better egg industry. 

Under the guidance of your very capable and dedicated Board 
of Directors, we look forward to working with producers, provin- 
cial boards and industry to build the market with and for our 


“Grade A Goodness”. 
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Enter A New Era 


The arrival of 1995 coincided with a new agreement which governed 
agricultural trade and established the World Trade Organization. 
While the import quotas found under the provisions of the old 
General Agreement on Tariffs and Trade were gone, a tariff schedule 
under the new agreement provided adequate controls to allow 
Canada’s orderly marketing system for eggs to continue. 

The new world trade deal, however, demanded significant adjust- 


Tier III product is sold sporadically on the spot market at a price 
based on a trend of Canadian breaker and tender prices established 
over the last few years. The discount is revised every year based on 
supply stability. In 1995, the discount for Tier III product was 21 
cents a dozen. 

The new sales program established for 1995 proved to be suc- 
cessful with Tier I and Tier HI product being particularly popular 


ment for the Agency: the sales program had to 
be changed to ensure exports conformed to 
the terms of the agreement and access to the 
Canadian egg markets had to be increased 
over six years. 


Sales program 


For January 1, CEMA successfully imple- 
mented a WTO-consistent sales program. 
The program offers three tiers of industrial 
sales distinguished by supply criteria with rev- 
enues pooled from the sales in all three tiers. 
As well, the Albumen Rebate Program had to 
be changed as rebates for the export of albu- 
men were deemed subsidies not permitted 
under the Agreement. 

Weekly volumes of Tier I sales are available 
to those processors who commit to purchase a 
specified weekly volume for a two-month peri- 
od. In 1995, Tier I product sold at a revised 
United States-based formula price. 

Tier II product involves longer commit- 
ment periods of approximately 17 weeks dur- 
ing which fluctuations of the weekly volume 


A deal is a deal, 
CEMA says 


OTTAWA (MARCH 20, 1995) — The 
only deal Canada is ready to make with 
the United States on supply manage- 
ment has already been made, CEMA 
says. The World Trade Organization 
Agreement established tariffs for 
imports of egg and egg products and 
Canada expects the United States to 
abide by those terms. 
CEMA was commenting on the con- 
sultation earlier this month regarding _ 
Canada’s egg, poultry and dairy tariffs 


established under the WTO Agreement. — 


The consultation was requested by the 
United States as partofadispute —_ 
process under the North American Free 
Trade Agreement. ° 
“Canada made it clear during the 


consultation it wasn’t prepared to nego- 


tiate away any of its rights,” CEMA 


says. “The U.S. signed the WIO  —-#ee®™ 


Agreement and a deal isa deal.” _* 


em, so ya ee 4 


among processors. Tier II sales will be exam- 
ined in 1996 to see if improvements can be 
made in order to reduce the number of lower- 
priced Tier III sales. 

The introduction of the World Trade 
Organization Agreement and the resulting 
tiered sales also meant the Agency had to re- 
visit an industry-wide agreement reached in 
1994. That Agreement, which has become 
known in the egg industry as the SAGE 
Agreement, did not clearly address the impact 
the WTO would have on the Agency’s sales sys- 
tem. This was a critical matter as the SAGE 
Agreement determined the mechanisms to be 
used for the sharing of revenues among the 
provinces in the event the volumes of indus- 
trial product grew. 

According to the SAGE Agreement, the 
sales base, upon which growth is to be mea- 
sured and levy rates established, was deter- 
mined using the 1994 procedures. Direct 
comparison between the sales bases of 1994 
and 1995 was not clear because of the differ- 
ent sales systems used. The matter was further 
complicated as the SAGE Agreement con- 


can occur, A weekly volume is made available with sales tracked on a 
three-week rolling average of product supplied to the processor. Eggs 
sold over and above commitment levels on a three-week rolling average 
basis are discounted. In 1995, this discount was six cents a dozen. 


tained a gap because it had not adequately accounted for the total 
1994 volume. When it was clear by year’s end that the matter 
would not be resolved on technical grounds, a negotiated settle- 
ment among Agency directors was reached. 


Cra a) Oledi ne dag 


The Agency took the position that revenues from this type of 
industrial product should be shared as if the product resulted from a 
decline in table market sales. This situation was specifically addressed 
by the SAGE Agreement. 


Access 


Though the WTO Agreement provided border controls through 
tariffs, it also increased access to Canadian markets. Critical to the 
continued health of the domestic egg industry is preservation of 
Canada’s premium table market. 

In 1995, the Agency asked the government to ensure that shell 
eggs imported under the access commitments of all our interna- 
tional trade agreements be directed to the industrial sector. This 
would add value in Canada and save the Agency and consumers 
millions of dollars a year. 

The Agency was surprised when the government responded 
that shell eggs graded in the U.S. had to be directed to the table 
market because of provisions under the Canada-United States 
Free Trade Agreement (CUSTA) and the North American Free 
Trade Agreement (NAFTA). CEMA, upon reviewing the agree- 
ments again, maintained its view that such provisions did not 
exist. In collaboration with provincial marketing boards and the 
Canadian Federation of Agriculture, CEMA appealed to govern- 
ment bureaucrats and members of Parliament, arguing that the 
administration of the imports was a domestic and sovereign matter. 

The Agency became very concerned when it learned that 
bureaucrats from both governments had agreed among 
themselves previously that shell egg imports provided for in 
CUSTA were necessarily table eggs. Consequently, if domestic 
production increases, the U.S. will continue to gain access to 
Canada’s premium table market as, under CUSTA, 1.647 percent 
of Canadian production is to be imported as shell eggs. 

Despite this lost opportunity, the Agency was pleased when 
the government decided that the new imports from the WTO 
Agreement, over and above NAFTA commitments, will be direct- 
ed to the breaking sector. This ensures no further erosion because 
of the new access granted in the multilateral deal. 


NAFTA panel 


Despite the increased access granted to the U.S. through the 
NAFTA and the WTO Agreement, the U.S. told the Canadian 
government in 1995 it wanted more. The U.S. launched an offi- 
cial dispute under NAFTA over the tariffs that were established as 
part of the WTO Agreement. 

The U.S. position is that under NAFTA the tariffs must be 
reduced to zero by the end of 1998. Canada’s position is that the 
tariffs need only be reduced by 15 percent over six years as stipu- 


lated by the WTO Agreement. 
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IMPORTS OF SHELL EGGS 
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Trade agreements provide the necessary controls on imports. Shell egg imports 
increased as a result of the Canada-United States Free Trade Agreement, which 
became effective in 1989. As production increases, so too do the imports. As 
well, supplementary shell eggs are imported when required for either the table 
market or for breaking. 


An official consultation took place among the governments but 
the process for establishing a subsequent dispute settling panel was 
plagued by delays. As the Agency entered 1996, the matter was still 
outstanding. 


A new round 


With provisions of the WTO Agreement barely implemented, 
member countries are already turning their minds to a new round 
of multilateral trade negotiations. CEMA will work with its sup- 
ply management partners and the Canadian Federation of 
Agriculture in developing its trade position for the next round. 
Consultation with industry will be key to Canada’s success in the 
new set of negotiations. 
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An Evolving Industry 
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The size of Canadian egg farms is varied with just over half falling between 5,000 and 20,000 hens. None compare to the largest U.S. egg operations which 


house well over one million hens. 


The Canadian egg industry has evolved substantially since nation- 
al egg supply management became a reality in 1972. Nonetheless, 
ege production in Canada has been maintained on numerous 
farms which, relative to those in the United States, are small. 

The Canadian egg industry can expect to continue to evolve. 
1994’s industry-wide agreement known as SAGE, which stemmed 
from the Federal-Provincial Task Force on Orderly Marketing, led 
to a working group of signatories charged with drafting a revised 
Federal-Provincial Agreement and Proclamation. National Farm 
Products Council, the government body which supervises CEMA, 
took charge of the renewal process while CEMA facilitated discus- 
sions and served as a secretariat for the process. 

Significant progress on renewal occurred in 1995, though it 
fell short of the Agency's hoped-for November conclusion. In 1995, 


one draft was circulated to signatories of the current Federal- 
Provincial Agreement. Those signatories are made up of provincial 
marketing boards, provincial supervisory boards, the Agency, Council 
and federal and provincial ministers. At year’s end, a second draft 
neared completion with no known significant issues left outstanding. 

Despite the delays in renewing the Agreement and its Procla- 
mation, the Agency implemented the changes not requiring 
legislation that were put forward in the SAGE Agreement. The 
revenue-sharing formula approved by CEMA’s Board of Directors 
was adopted. 

As well, industry directors from the grading, breaking and hatch- 
ery sectors were invited to sit at the Directors’ table. In order to afford 
the new industry directors the right to vote, however, revisions to the 
Agencys Proclamation, expected early in 1996, are required. 
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Northwest Territories 


Since CEMA’s formation in 1972, production of eggs has devel- 
oped in the Northwest Territories, an event not envisioned by the 
Proclamation which established the Agency. CEMA has engaged 

in discussions for many years with signatories and representatives of 
the Territories in search of the most appropriate mechanisms to bring 
the NWT into the national egg plan. 


Industry will continue 
to evolve 


TORONTO (JULY 10, 1995) — The egg industry is working its 
way through a great era of unprecedented challenge that brings with 
it unprecedented opportunity, a national egg producers’ conference 
was told here today. 
Lyle Vanclief, Parliamentary Agriculture Secretary, told the 150 
_ producers and industry representatives attending that he was confi- 
_ dent the industry could take advantage of the opportunities being 
offered by change. The change, he said, is being driven by the need 
_ for economic growth, jobs and security. - 
“We are very, very good in the agri-food sector rolling with the — 
_ punches whether they be light ones or heavy ones,” he said. 2" 


aes? 


In 1995, the Supreme Court of the Northwest Territories found 
that certain of the Agency’s regulations and certain parts of the 
Proclamation did not conform to the Canadian Charter of Rights 
and Freedoms. The court ruled that NWT egg producers were 
exempt from regulations pertaining to quota, levies and inter- 
provincial trade. 

Orderly marketing must be maintained throughout Canada, 
wherever eggs are produced. The Agency is committed to continu- 
ing the dialogue among current signatories and potential Territorial 
signatories. In bringing the Territories into the national system, it is 
essential the interests of current and future regulated egg producers 
and signatories are afforded fair and equal treatment. This matter 
will continue to be a priority for 1996. 


Not unique 


CEMA is certainly not unique in having to adapt to change. 
A Federal Court of Canada ruling in 1995 limited the degree to 
which Council could determine how levy revenues collected for 
the industrial products program could be spent. 

The Alberta marketing board had brought CEMA and Council 
to court for having, in 1990, transferred producer levies which could 
not be recovered through pricing to a fund used for domestic 


industrial product sales. In her decision, the Federal Court Judge 
absolved the Agency, which effectively supported the Alberta claim 
during the court proceedings, when she ruled that levy revenue 
required to operate the domestic industrial product program 
should be recovered from the market. 


Global production 


As the Canadian agricultural industry contemplates the way it can 
adapt to change, the Canadian government has established a goal to 
have Canada export $20 billion worth of goods by the year 2000. 
This is an admirable objective. Forecasts for world growth in egg 
production, however, make it clear there is only limited growth 
potential for the Canadian egg industry in export markets. 

According to the International Egg Commission, competition 
for shell and processed egg markets is heating up within the 
European Union and the Middle and Far East. Many developing 
countries have increased domestic production at a pace greater than 
their consumption growth. Thailand is now exporting to Japan and 
India, the world’s fifth largest egg producing country, may enter the 
export market. China, which in 1993 produced almost a quarter of 
the world’s eggs, is also developing export markets. 

The best way to continue to evolve our industry is to grow our 
domestic markets. 


EGG PRODUCTION IN DEVELOPING COUNTRIES 
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In just two short years, substantial gains in production have been made by India 
and China. 
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Going To Market 


1995 INTERPROVINCIAL MOVEMENT 
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Data in boxes of 15 dozen 


About 2.2 million boxes of 15 dozen eggs were moved interprovincially in 1995. 


It is the mandate of the Canadian Egg Marketing Agency to man- 
age the production, pricing and distribution of eggs in Canada. 
Canada’s 1,387 egg farmers produce eggs for two markets: the 
fresh table market made up of the general consumer and the pro- 
cessing market where eggs are broken and processed into liquid, 
dried or frozen athe oe use in food manufacturing and phar- 
maceuticals. Indeed, Canada is a world leader in removing the 
pharmaceutical components from eggs. 

Provincial egg marketing boards are responsible for intraprovincial 
marketing of table eggs. It is CEMA’s responsibility to manage the 
poneene of eggs interprovincially. This function ensures product 
is fairly traded among the provinces and that all Canadian require- 
ments for table eggs are met. 
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936,194 36,150 0 0 6,512 24,445 12,078 2,207,655 


In addition to its function of marketing eggs interprovincially, 
CEMA operates an industrial products program. Once the require- 
ments for fresh table eggs have been fulfilled, the Agency purchases 
remaining eggs and sells them to the processing market. 


Sales 


Table egg sales in Canada softened somewhat in 1995, though 

at the close of the year, strength was returned to the market. The 
year opened much like it had in 1994 but by the 24th week, table 
disappearance was down by 1.3 percent year over year. Stronger 
consumption at years end yielded a shell disappearance only 0.4 
percent below the 1994 volumes. 


ERRATUM 


Page 10: No eggs were moved from Alberta to Ontario in 1995. 114,656 
boxes of 15 dozen moved from Manitoba to Ontario. Nationally, 2,115,528 
boxes were moved interprovincially. 


Page 10: en 1995, il n’y a pas eu de mouvement d’oeufs de l’Alberta vers 
l’Ontario. Une quantité de 114 656 boites de 15 douzaines ont été déplacées 
du Manitoba vers l'Ontario. Au palier national, 2 115 528 boites ont fait 
l’objet d’un mouvement interprovincial. 
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Ege supply in Canada was up in 1995 compared to previous 
years, consistent with increased rates of lay resulting from continued 
improvements in poultry breeding. The supply of grade ‘A’ and nest- 
run eggs as measured by Agriculture and Agri-Food Canada was up 
marginally by 0.04 percent from 1994 levels. 

The marginal increase in supply and a somewhat softer table mar- 
ket increased the product available to the industrial pool. Industrial 
product volumes increased by five percent in 1995 compared to 1994. 


Supply management 


CEMA operates according to the rigors of supply management. 
Supply management was a unique Canadian response to instability in 
interprovincial trade during the 1960s and early 1970s. National sup- 
ply management, practiced by the dairy, egg and poultry industries, 
establishes the ground rules for interprovincial trade. 

In egg supply management, CEMA must make sure there is suffi- 
cient supply on the market to meet demand by controlling produc- 
tion. The goal is to provide consumers with a stable supply of high 
quality eggs at reasonable and consistent prices while ensuring the 
producer receives reasonable returns. 

Revenues received by producers for their eggs have not kept 
pace with the Consumer Price Index (CPI). The cost of farm inputs 
has gone up more than the price received by producers for eggs 
but not as much as the increase in the CPI. 


CONSUMER PRICE INDICES 
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Increases in the retail price of eggs are consistently below increases in food prices and 
other consumer goods. Since 1986, egg prices have increased 18 percent while the cost 
of all food has increased 26.3 percent. The CPI for all items is 33.5 percent. 


PRODUCER RETURNS 
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CPI has increased over 30 percent since 1986. The Farm Input Price Index for all 
farms has gone up about 22 percent while the farm egg price has increased only 
11 percent. 


Events of 1995 demonstrated the degree to which the Agency 
can be required to stabilize the market. Early in 1995, the North 
American egg market experienced a downturn in prices as a result 
of excess production in the United States. From weeks 17 to 20, 
the Canadian base breaking stock price rested at 50 cents a dozen. 
The Agency stabilized primary production by providing reasonable 
returns on producer costs of production even though it sold eggs 
for these low prices. 

By year’s end, prices soared with the Canadian base breaking 
price peaking at 89 cents a dozen. It was too much of a good thing, 
placing significant economic pressure on breakers and food manu- 
facturers. Permanent loss of egg customers was a real possibility and 
the Agency once again was required to intervene, this time offering 
to cap the base price. Many firms took advantage of the price cap, 
agreeing to return the difference between the cap and base price when 
prices declined below the cap. As prices fell sufficiently in early 1996, 
the Agency started to recover the difference. 


Pricing 

The instability marked by 1995 highlighted the need to introduce 
new features in egg supply management. In 1996, the Agency will 
enter discussions with processors on the feasibility of developing 
price floors and ceilings. 

In 1995, pricing discussions with processors revolved around 
costs associated with delivering product according to specifications. 
It is the Agency’s position that any product delivered graded on fibre 
or in boxes on the request of the customer has value added to it. 


The additional charges for the value added over and above that of fibre costs an additional 1.5 cents a dozen and if it is delivered on 


nest-run product delivered on plastic trays needed to be recovered. fibre and in boxes the specification charge is 5.0 cents a dozen. 
This proved to be a controversial proposition with some break- 

ers refusing to pay the specification charges when they came into Information 

effect July 1. The processing community argued the Agency was Effective supply management requires knowledge of product avail- 

effectively introducing segmented pricing through graded product able as well as the ability to influence how much is available. 


required mainly by egg boilers. Random on-farm counts and provincial audits are conducted to 
A solution was found in a negotiated settlement with processors ensure the quota is being met. 


paying 2.0 cents a dozen for graded product. Product delivered on 


NUMBER OF REGISTERED PRODUCERS PER PROVINCE 
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There are regulated egg producers in all provinces to ensure product can be efficiently produced and distributed throughout Canada. 


AVERAGE NUMBERS OF LAYERS PER PRODUCER 


95 94 93 92. 91 “90 6 80 88 87 86 es 
BC 15,750. 15,513 15,123 14,818 | 14,788 | 446738) 14 878 15029 | 6 ee a os7 aeons 
AL 7,599 7,464 7296 7030 (6916 babe ely eee) a s0o eae ee 
SK 10,140 10,274 10,010 10,104 10,001 9,829 9512 8656 8550 | 248 7700 
MN 10,068 9,027 9.745 9.801 0014 eo oe eer 8o46 hoe ee 
ON 12,608 11,945 11,553 11,847 10,041 10,560 0.358 (10580 10038 = 9.601 | oats 
PQ 22,112 20,883 20,883 20,589 18,907 17.856 17880 16802 17082 e901 AeedT 
NB 21,639 21,639 21,639 22,081 20.919 20606 = 18424 18164 70? te te 
NS 24,621 22,965 22,309 | 22,738 | 22,106 20,048. 20.453 20,300 20,300 | io 628 4eleas 
PE 6,641 6,202 6,292 | 5,809 1 S68 87s bos Aes 4605 | 4a61 eon 
NF 18,103 18,103 17,241 45,304. 13,016 14.880 13.687 14,252.) 13.888 12.272 e628 
NAT. AVE. 13,028 12,589 12,287 12,096 11.685 | 11 eeh se eee | gore 0 ae Goes 
December 31, 1995 =... _ Source: CEMA — 


Production quotas ensure adequate supplies without glutting the market. 
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CEMA inspectors monitor hen inventories so the Agency knows how much 
product is being produced. 


Internal supply disciplines can only work if border disciplines 
are also in effect. Border tariffs must be high enough to restrict 
imports to known levels. Government issues supplementary 
import permits upon CEMA’s recommendation. It is the view of 
the Canadian Egg Marketing Agency that these permits should 
only be issued due to unavailability of product in Canada. 


Levies 


Levies are assessed on each dozen of eggs marketed in Canada so 
revenues on egg sales can be pooled and shared among egg pro- 
ducers. Levies are also assessed to run the administrative programs 
of supply management, including advertising and promotions of 
eggs. Levy orders passed by CEMA's Board of Directors are 
approved by National Farm Products Council, which supervises 
CEMA as well as the national agencies marketing turkey, chicken 
and broiler hatching eggs. 

1995 opened without a levy order in place. Two matters were at 
issue: one, Council wanted additional detail on CEMA’s 1995 mar- 
keting plan for advertising and promotions; and two, Council ques- 
tioned how much of the levy should be recovered from the market. 

Provinces could no longer wait to establish and publish their 
1995 prices so they decided to remit levy to CEMA according to 
the terms of an industry-wide agreement which had been viewed 
favourably by federal and provincial agriculture ministers in 
December, 1994. 

Numerous meetings occurred between CEMA and Council early 
in 1995. Finally, in early June, a levy order for 13.5 cents a dozen 
was approved by Council. Two amendments were required later in 
the year to contend with the instability of the North American 
market. At year’s end, the levy stood at 16.5 cents a dozen. 


Costs of production 


Traditionally every three to four years, CEMA conducts a survey 
of producers to update its Cost of Production (COP) Formula. 
This Formula is used to determine the buy-back price, or the 
price CEMA pays for eggs going to the industrial pool. CEMA 
hires an independent consultant to complete the survey while 
Council’s responsibility is to monitor. 

Delays in doing a new survey had been encountered because of 
extensive government-industry consultations on orderly market- 
ing in 1994. As well, Council had issued draft new euidelines for 
COP that year and revised the draft early in 1995. 

The Agency’s Cost of Production Committee convened early in 
1995 to review the guidelines and was of the view that they would 
substantially alter the concept of Cost of Production Formula. It is 
the Agency’s view that the appropriate role of Cost of Production 
is to record actual costs as incurred by producers, not to force 
change. Among the more serious difficulties the Agency had with 
the draft guidelines were their suggested sampling procedure and 
recommendations for calculating labour costs. 

CEMA decided to proceed with a survey using the same par- 
ticipants as the one completed in 1990. Advantages with this 
approach were identified. First, because these producers had par- 
ticipated in a past COP survey, they would probably be willing to 
take part again. Secondly, certain information about the produc- 
ers’ costs, such as capital costs, was already available and this 
would lower survey expenditures. Finally, the survey could pro- 
vide useful information about change experienced by this repre- 
sentative sample of producers over five years. 

Field work by KPMG Management Consulting was conducted 
in October, November and December following three days of 
training for the survey team. It is hoped the new Cost of Production 
will be in place early in the New Year. 

CEMA appreciates the need for transparency and consequently, 
invited two Council representatives to sit on the COP Committee. 
The Agency, too, agrees that the industry must continue to adopt 
efficient practices; COP Formula, however, should not be the chief 
mechanism for change. CEMA is gratified by the leadership role 


taken by Council in facilitating change within the industry. 


1995 costs 


Though the last COP survey was conducted in 1990, CEMA is 
able to update COP components, such as feed and pullets, every 
month by examining government data. These costs steadily 
increased in 1995. In January, producers paid 38.83 cents a dozen 
for feed on average across Canada and 19.03 cents for pullets. By 
December, the cost was 45.45 cents a dozen for feed and 20.16 
cents a dozen for pullets. 


COST OF PRODUCTION 


CENTS PER DOZEN 


$$ - DEPRECIATION 5.5% 


INTEREST COST & 
PRODUCER RETURN 
6.2% 


~~~ QVERHEAD 9.0% 


~ PULLET 19.1% 


LABOUR 20.0% 
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The largest costs faced by producers are feed and pullets. Both went up in 1995, 


National quota exchange 


The Agency's national quota exchange provides producers the 
opportunity to purchase from or sell quota to producers in other 
provinces. This enables production to be realigned according to 
regional demand. 

‘To participate in the exchange, producers need approval from their 
provincial board. A goal in 1996 will be to get greater provincial par- 
ticipation in the program. Two exchanges were run in 1995 with the 
one in February resulting in the exchange of quota between provinces. 


Grow for export 


CEMA ran a trial program with the Manitoba marketing board 
in 1994 and 1995 to permit producers an opportunity to produce 
eggs on contract with a processor. The purpose of the Grow for 
Export Program was to determine the feasibility of reducing the 
number of eggs imported by this breaker so they could be 
processed into export product. 
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In two locations, 79,259 hens were placed in six dedicated barns. 
The displaced quota was distributed among 31 producer-coopera- 


tor participants. Revenues and expenses were pooled by all partici- 
pants. The program ended in the summer and results showed that 
some producers had not been able to recover their cash costs. U.S.- 
based prices for breaking stock were low during the trial. 

At the outset, it was important to have in place security measures 
to ensure the test product, which was being produced outside of 
Manitoba’ quota allocation, was going to the breaker and not the 


U.S. egg industry in crisis _ 


ATLANTA, GA (JUNE 5, 1995) — The United States egg indus- 
try has lost about $250 million over the past 12 months 
and could lose another $250 million in the next 12 months — 
unless urgent action is taken, the organization representing the 
U.S. egg industry says today in an Emergency Alert issued 

from its office here. 

The alert signed by Al Pope, President of United Egg 
Producers, suggests the U.S. is struggling with an egg surplus 
generated by 10 to 12 million excess birds. The surplus has sig- _ 
nificantly weakened the U.S. price which is used as a reference 

in pricing for CEMA’s industrial products program. __ : 

The UEP is hosting an open Emergency Economic Summit 
in Chicago later this month to try to find solutions to the 
current crisis. If solutions aren’t found, it is expected pete 
the U.S. flock size will increase by another : 
six million this year. 


table market. The provincial field staff, assisted by CEMA’ field 
staff on occasion, counted every new flock within three weeks of 
placement. Flocks were monitored randomly throughout the pro- 
gram and all egg shipments from the dedicated barns were recon- 
ciled through bills of lading and individual pallet weight. CEMA 
is satisifed that all security measures agreed to were upheld and 
that all aspects of the trial program were monitored. 

While benefits from the Grow for Export Program were mixed, 
it did demonstrate the willingness of producers to enter new mar- 
keting arrangements to expand their ege markets. As the trial was 
coming to a close, potential improvements for the future were 
identified by the Manitoba board. Suggested improvements included 
increasing the number of larger eggs going to the processor, negoti- 
ating better prices and increasing the volume of the contract eggs. 
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Maintaining Consumer Confidence 


Sales growth in the Canadian egg industry will depend on con- 
tinued consumer confidence in the product being sold. That is 
why the Canadian Egg Marketing Agency has instituted a code 
of farm management practice to ensure the quality and safety of 


Canadian eggs. 


Development of the code, known as Start Clean-Stay Clean, 
began in 1990 in conjunction with the provincial marketing 
boards and the federal agriculture department. A video, rating 


sheet and booklet were developed and 
the program was introduced to producers 
coast to coast through the Agency’s field 
inspection team. 

Initially, the code was developed as a 
control program for Salmonella as out- 
breaks of salmonellosis had seriously dis- 
rupted the egg industries in much of 
Europe and the United States. Scientific 
analysis in Canada demonstrated that 
Salmonella is not a problem inside 
Canadian eggs. Even though Canada’s 
record with Salmonella was among the 
best in the world, the egg industry in this 
country felt it could contribute to the 
improvements being made world-wide. 

As the Canadian program matured, the 
industry came to realize that the same prac- 
tices which combat Salmonella also control 
other organisms which have the potential to 
cause food-borne or poultry disease. While 
the emphasis of today’s Start Clean-Stay 
Clean program is still the fight against food- 
borne microbes, particularly Salmonella, 
care is taken to remember the true goal of 
good management practice must be the 
control of all harmful organisms. 
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World leader 


Canadian eggs: 


number one 


CHARLLOTETOWN (SEPTEMBER 12, 1995) ; 


— Nothing beats a Canadian egg, according to 
Peter Vriends, a Prince Edward Island egg pro- 
ducer. As Chairman of CEMA’s Egg Quality 
Committee, Vriends has seen the way the 
industry has developed on-farm programs to 


ensure consumers receive only high quality, 


safe eggs. a 

“Our Start Clean-Stay Clean program, 
developed with the cooperation of provincial 
egg marketing boards, is a world leader,” says 
Vriends. “And we don’t rest on our laurels; — 
we’re thinking about ways to pontinue improv- 
ing all the time.” 

CEMA, the provincial boards and Agra tur 
and Agri-Food Canada are developing a new 
environmental testing program which would 
enhance Start Clean-Stay Clean. As well, the 


Agency is helping to introduce the internation- 


ally recognized Hazard Analysis and Critical 
Control Points system to Canadian farms. 


“Our industry has been extremely responsi- 


ble when it comes to producing eggs. 
I don’t think you can find a better 
product anywhere,” Vriends says. + 
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Since the inception of Start Clean-Stay Clean, the Canadian egg 
industry has become recognized as a world leader in the develop- 
ment of a systematic program to control disease-causing organ- 
isms in food. The code consists of identifying on-farm locations 
where special measures should be taken to prevent the introduc- 
tion or spreading of viruses, bacteria or parasites. This is similar 


to Hazard Analysis and Critical Control 
Points (HACCP), an internationally rec- 
ognized system for reducing risk in the 
production of food, which countries 
around the world are introducing. 

CEMA understood that producers 
play only one part in food safety. It is 
important that eggs are handled properly 
after they leave the farm to ensure they 
stay safe. Consequently, CEMA also 
developed kits for graders and another 
for the foodservice industry. The food- 
service kit, Handle Eggs Right, is still 
in demand within that sector. 

Because disease-causing organisms can 
be found everywhere, including inside 
our homes, the Canadian egg industry's 
goal is the reduction of the organisms 
through continuous improvement; elimi- 
nation is impossible. Since the introduc- 
tion of the code, the rating sheet has 
been updated and in 1995, the booklet 
was revamped to explain more fully each 
of the 35 checkpoints in the rating sheet. 

An important part of maintaining 
consumer confidence is developing con- 


trols to ensure the safety of imported 
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product. Agriculture and Agri-Food Canada (AAFC) provides 
this control by approving the U.S. grading stations from which 
eggs may be imported into Canada. 

In 1995, CEMA, together with AAFC, led discussions with 
industry partners on proposed changes to industry and govern- 
ment policies to encourage testing for Salmonella in egg opera- 
tion environments and to develop procedures in the event 
Salmonella is found. Discussions continue and the current 
goal is to have new procedures in place sometime in 1997. 


HACCP 


CEMA is taking an active part in assisting government with the 
introduction of HACCP concepts at the farm level. HACCP is 
initially being introduced in Canada within food manufacturing 
and processing plants. Nonetheless, the Canadian primary pro- 


duction sector and those of other countries are preparing them- 
selves for HACCP as this system of controlling hazards gains 
acceptability around the world. Together with the Canadian 
Federation of Agriculture, AAFC and other commodity repre- 
sentatives, CEMA began preparations for the development of 

a HACCP producer workshop in 1996. 

There is no such thing as zero-risk food but when it comes tc 
eggs, much is being done to minimize the risks so consumers are 
provided one of the safest protein-rich foods available. Canada’s 
egg industry enjoys a reputation for producing a nutritious, 
wholesome and safe product. Canadian producers have accepted 
their responsibility for providing consumers with eggs of the 
highest quality possible. 

The standards developed for Canadian egg operations lead 
the world; the task ahead is to ensure Canada maintains, and 
even improves upon, its enviable reputation. 


————s+9--2—_ 


Feeding The Hungry 


Egg producers take their responsibility to feed people seriously 
and understand that citizenship extends beyond individuals to 
the corporations they produce for, work for or direct. That 
is why every year for over 10 years, the Board of Directors has 
instructed management to provide its safe and nutritious prod- 
uct to the hungry through CEMA’s donations programs. 

In 1995, the Board approved a donation of 66,000 dozen 
shell eggs, valued at about $80,000, to food banks across the 
country. The distribution to about 20 points was coordinated 
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“Thanks for the 1500 cases of 
powdered eggs which arrived 
at our warehouse in perfect 
condition Friday, May 26, 
1995. We have begun to 
include portions of your gift in 
separate containers and some 
have left for poor countries 
overseas. We ship at a rate of 
about one container or more 


each working day...” 


Letter from Andrew Alexander Simone, 
Executive Director, Canadian Food for 


Children, June 15, 1995. 


through the provincial marketing boards and the Canadian 


Association of Food Banks. Eggs were then delivered to local 


food banks by graders. 

Also in 1995, the Agency donated 10 tonnes of dried whole 
egg, again at a value of about $80,000, to Canadian Food for 
Children. Through regular updates, including photographs of 
the eggs being eaten overseas, CEMA is made aware of how its 
donations benefit the needy in the developing world. 
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Eggs: Our Wonder Food 


One of the greatest advantages the Canadian Egg Marketing Agency 
has is the natural goodness of the product it promotes. Eggs are 
endowed with high quality, easily digested protein, containing all of the 
nine essential amino acids required for health. In fact, the protein in 
eggs is of such high quality, it forms the standard against which other 
proteins are rated. As if that isn't enough, eggs are a natural source of 
many of the essential vitamins and minerals important to life. 

It is ironic that consumer health concerns have in part inhibited 
growth in sales of this wonderful product. Results of consumer 
opinion research conducted by CEMA in 1995 conclude that if 
CEMA can reduce consumer concerns about the role of dietary cho- 
lesterol, egg consumption could increase by leaps and bounds. 

Getting the message out to consumers that eggs play an impor- 
tant role in a balanced diet is a task taken very seriously by the 
Agency and its Nutrition Program Manager. The program develops 
health messages and resources about eggs for credible third parties, 
such as doctors, dietitians and other health professionals who use 
our materials when counselling consumers. Our goal is to provide 
accurate information about the nutritional quality of eggs so con- 
sumers can make healthy food choices. 

CEMAs nutrition activities are integrated into all aspects of ae 
marketing plan. The activities include mailings of resource materials 
to physicians and other health professionals, production of an annu- 
al newsletter entitled Nutrition In Your Practice, support for the 
Canadian Dietetic Association’s nutrition month in March as well 
as participation in a host of government-industry consultations on 
food and labelling standards. In planning its activities, CEMA con- 
sults an advisory panel of health experts represented by a nutritionist, 
physician and nurse. 

Judging by the response from the health community, our 
activities and resources are considered a useful service by those 
who advise consumers on eating habits. We regularly receive 
requests from private health practitioners as well as those who 
work with public health units for additional copies of our 
printed material. 


Partnerships 


Action plan 


Through its staff dietitian, CEMA closely monitors the work of 
government regulators and policy-makers to ensure nutrition rec- 
ommendations about eggs and other foods are appropriate. CEMA 
participates in the consultative process to establish a National Plan 
of Action for Nutrition and is supportive of Health Canada’s desire 
to develop priorities and strategies for improving the nutritional 


health of Canadians. 


Nutrition month 


Though CEMA did not officially sponsor National Nutrition 
Month in 1995, the Agency remained supportive of the March 
campaign which promotes nutrition awareness. The Agency is 
pleased to report that it will once again be an official sponsor of this 
important activity in 1996. The campaign encourages Canadians to 
recognize that eating habits are important in maintaining vitality 
and offers the Agency the opportunity to share resources with other 
organizations concerned about the health of Canadian consumers. 


Labelling 
CEMA closely watches discussions between Canada and the U.S. 


on harmonizing nutrition labels. A typical egg serving size must be 
selected to list product nutrients on labels. While U.S. labels use one 
egg as the serving size, a serving of eggs in Canada’s Food Guide to 
ene Eating is one to two eggs. In selecting the most appropriate 
serving size, care will have to be taken not to confuse consumers. 


WHMIS 


CEMA also closely observes a review of the Workplace Hazardous 
Material Information System (WHMIS). The system consists of a 
collection of data sheets for materials which could be dangerous to 
employees in the workplace. There have been some proposals that 
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food should no longer be exempt from the system because of some 
individual food allergies. CEMA is concerned that the inclusion of 
various food products on the system could add to the expenses of food 
producers, processors and manufacturers as well as create unwarranted 
anxiety among consumers about the safety of food products. 


New products 
In collaboration with Health Canada, CEMA is coordinating 


a collective consumer research project on consumer acceptance of 
omega-3 fatty acid claims and statements on egg cartons. Some egg 
producers are altering the fatty acid composition of eggs by chang- 
ing the hen’s diet. The department’s Health Directorate has issued 
Temporary Marketing Authorization Letters to nine egg marketers, 
allowing them to market and label for omega-3 fatty acid. 

Recipients of the Temporary Marketing Authorization Letters 
must agree to conduct research on consumers’ understanding of the 
label. ‘To minimize the cost to the egg industry, Health Canada sup- 
ported CEMA coordinating a collective research project among all 
participating marketers. 

In 1995, nine were pursuing plans to market eggs with increased 
levels of omega-3 fatty acid. The consumer research won't be com- 


pleted until 1997. 


reciger. 


No surprise for CEMA 


OTTAWA (NOVEMBER 16, 1995) — Eggs are good 
food for everyone and are an important part of a healthy 
diet, the Canadian Egg Marketing Agency said today fol- 
lowing the release of new scientific evidence before the 
American Heart Association’s conference in California. 

“Perhaps the results came as a surprise to some people 
but they weren’t surprising to us,” says CEMA dietitian 
Anne Kennedy. 

The study demonstrated that even those people with 
moderately high levels of blood cholesterol can safely 
eat two eggs a day. 

“What’s important to good health is eating a variety of 
foods and remaining active,” says Kennedy. “Enjoy lots of 
fruits, vegetables and whole grains and choose lower fat 
protein sources like eggs, legumes and lean meat cuts.” — 

____ Eggs are an excellent source of protein and contain vit- 
amins A, D, E and B12, thiamin, riboflavin, niacin, 
folacin, pantothenic acid, calcium, phosphorus, magne- 
sium, iron and zinc. One large egg has only 75 calories. - 
It also has just five grams of fat and only 1.5 grams of sat- 
urated fat. This means eggs easily fit into a balanced diet. 

Canada’s Food Guide to Healthy Eating includes eggs 
as part of a balanced and healthy diet with one to two eggs 
eS aS. 
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New research 


The Canadian egg industry, indeed the North American one, may 
be on the verge of breaking through consumer concerns about cho- 
lesterol. Exciting new research about eggs is debunking the myth 
that dietary cholesterol is highly associated with blood cholesterol. 
A University of Washington study found that blood cholesterol lev- 
els of individuals with moderately high cholesterol hardly changed 
when they ate two eggs a day for three months. While there have 
been other studies with similar results, none received the media 
play of the Washington University research. 

It appears consumers are ready to accept the nutritional value 
of eggs. CEMA’s nutrition communications will continue to play 
an important role in providing accurate, objective and credible 
information so consumers can be informed when they make 
their food selections. 


Co aun: acditeden Ab gg 


Mo a. i kee-t a ag 


Agency 


—————o+-+-2— 


A Year Of Review 


1995 was a year of review for CEMA’s marketing programs. As 
the Agency entered the year, a draft 1995 marketing plan was 
still being discussed with the provincial marketing boards. 

There was widespread agreement on the need to have a strong 
advertising campaign serve as the core of the marketing activities. 
There was, however, concern that too many human and financial 
resources were being diverted from essential 
retail, foodservice and nutrition programs. 

Consequently, the plan which had been 
tabled before the Board of Directors late 
in 1994 was revised and approved by the 
CEMA Board in late February. 

Review was also facilitated by the 
unprecedented turnover in marketing 
staff that had occurred in the latter part 
of 1994. The Agency took advantage of 
the situation to study its staffing needs 


and realign duties to maximize efficiencies. 
A search was conducted for a nutrition 
specialist and an individual to manage 
both retail and foodservice programs. 
Candidates were found mid-way through 
the year. 

Fortunately, CEMA had for many years — 
enjoyed strong working relationships with 
the provincial promotion specialists. One to two workshops are 
held annually so Agency and provincial marketing personnel can 
review programs to ensure consistency from coast to coast. Such 
an approach has led to a depth of advertising and promotion skills 
within Canada’s egg marketing structure. 

This cooperative approach was maximized in 1995 as CEMA 
expanded provincially based efforts into national projects. For 
example, the Good Starts recipe booklet produced by the Ontario 
Egg Producers’ Marketing Board was made available to consumers 
nationally by CEMA through a retail campaign. Ontario also pro- 


Egg ads almost ready 


: OTTAWA (DECEMBER 1, 1995) — The finish- 
ing touches are being put on new egg advertise- 
ments to start airing on television early in the New 
Year, the Canadian Egg Marketing Agency says. — 

The Agency describes the advertisements as 
unique in that those who know eggs the best, the — 
themselves, tell consumers why they _ 
should buy them. “Producers are proud of their 
rae hie 


: BES al - and 
Charlebois says. “The 1996 ad series will © 
_ be the best — she concludes. _— 


19 


duced Cooking with Eggs, a collection of 250 egg recipes on three 
diskettes, the availability of which was noted in the Agency's cata- 
logue of resource materials, the Educating Egg. Revisions to 
CEMA’s Extraordinary Egg booklet, which describes egg produc- 
tion and marketing from the farm to the retail shelf, were made by 
the Alberta Egg Producers Board. An educational activity booklet 
entitled “Eggtivities”, using eggs as its 
central theme, was developed for students 
in Grades 4 to 6 by Manitoba Egg 
Producers and was translated and reprint- 
ed for distribution across Canada. All 
provincial boards rallied behind CEMA 
to ensure a consistent program nationally. 
CEMA is committed to maintaining 
these close working relationships with the 
provincial boards. It is this cooperation 
which results in strong national programs 
designed to expand domestic markets, 
particularly the table market. Only by 
growing this premium Canadian market 
on behalf of producers and the whole 
industry will increased profitability be real- 


vag ized and a future for tomorrow's egg indus- 


try be secured. 


Research 


Significant research was undertaken in 1995 to ensure the Agency's 
marketing programs were targeting the most appropriate audience 
with the most effective strategies, creatives and messages. This 
emphasis on research is ongoing. 
CEMA began to take advantage of the new Homescan technology 

being used by Nielsen Marketing Research. With this technology, 

a large sample of consumers uses a device to scan the UPC code 
from their grocery purchases over a four-week period. The data col- 
lected is transmitted by modem to Nielsen Marketing Research. 


CEMA also subscribes to the Consumer Reports on Eating 
Share ‘Trends to allow the monitoring of shifts in the foodservice 
industry. In 1995, the foodservice sector expanded, providing 
opportunities for growth in egg sales. 

A usage and attitude study was the Agency’s largest marketing 
research project in 1995. Every two to three years, the Agency 
conducts such a study to determine how consumer behaviours 
and attitudes are changing over time. The 
major finding in the 1995 study was that 
consumers believe they are eating more 
eggs now than they did in 1992. This sug- 
gests a willingness on the part of con- 
sumers to increase their egg consumption. 

The study also found that consumers 
have maintained their very favourable 
opinion of eggs, enjoy using eggs in recipes 
and consider magazines and books credible 
sources of information about eggs. The 
largest users of eggs are growing families 
with children. Such families are looking for 
sources of economical, high quality protein. 

Not surprisingly, the study confirmed 
that concern about cholesterol is the 
biggest hurdle the Canadian egg industry 
must jump. If CEMA, together with its 
egg industry partners, can get in the face 
of consumers and alleviate unfounded 
concerns about dietary cholesterol, the 
study suggests consumption will increase 
by leaps and bounds. 

The study also determined that a grow- 
ing number of consumers question the 
quality of eggs from the United States. A 
preference for Canadian product is emerging among consumers. 

Overall, the study challenges the Agency to continue to put 
eggs in the face of consumers and ensure eggs remain a primary 
staple product in the meal planning of Canadians, 

The Agency also decided to conduct extensive research to help 
direct its new advertising campaign. Positioning research to help 
the Agency determine the main thrust of a marketing creative was 
conducted. Not surprisingly, the results from the usage and attitude 
study paralleled those from the positioning study. Both confirmed 
that consumer concern about cholesterol is the main barrier to 
overcome in order to expand domestic table sales. 

In the positioning survey, six messages were tested in consumer 
surveys between March 24 and April 2 to determine which message 
would be the most effective in dispelling health concerns. The 
statement “Eggs are simple good food” was judged the most effec- 
tive. As a result of this research, a creative strategy to promote the 
simplicity, wholesomeness and natural value of eggs was developed. 


Consumer advertising 


The creative strategy put forward to and accepted by the Agency 
required a great deal of time to fulfill. It called for interviews witl 
egg producers and on-farm production of television advertise- 
ments. The country setting and lifestyle would be symbolic of th 
simplicity, wholesomeness and natural qualities associated with eggs 

The approach entailed deciding, in consultation with CEMA’s 
field operations unit, who among the 
1,387 registered ege producers would be - 
the most suitable industry spokespeople. 
The production demands meant CEMA 
couldn't possibly be on the air until late in 
the year. And as sales are traditionally 
strong in the latter part of the year and 
weak in the beginning of the year, it was 
decided to postpone the launch until 
January 1996. 

Despite necessary delays in the advertis- 
ing program, eggs did receive television 
exposure through Egg Breaks, 60-second 
cooking segments aired on The Weather 
Channel. CEMA extended this Ontario 
Board project by producing additional Egg 
Breaks and making them available to 
provinces. Egg Breaks have become popular 
among the provincial boards because of their 
low cost and potentially large audiences. 


Retail — 


Through other programs, CEMA is able 
to market its eggs to the retail and food- 
service sectors. The Agency’s role in coop- 
erative marketing programs at the retail 
level has increased in emphasis over the past couple of years. 

Successful retail programs require close partnerships both with 
the suppliers of other food products and the graders who are 
directly responsible for selling the eggs to the grocery sector. 
CEMA can offer its marketing expertise and resource information 
in exchange for expertise of others’ sales forces. 

Early in 1995, CEMA launched its retail Winter Warmers 
campaign in conjunction with the western provincial boards. 

In the campaign, eggs were partnered with other products in 
384 stores. Egg recipes and thermal mugs were offered in 
exchange for purchases of the partner products. 

For the first time, a national Egg Salad week was developed in 
1995. The goal of the promotion was to encourage consumption 
after Easter, a time of year when egg sales traditionally taper off. 
Point of sale materials, including recipe flyers, supported sale 
efforts within 2,000 stores. The project was led by the Alberta 
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board with provincial support offered through press releases, 
in-store demonstrations and direct consumer mailing. 

The Get A Break On Breakfast promotion partnered eggs with 
other breakfast products for an eight-week period. The opportu- 
nity to redeem cents-off coupons on the partner products during 
the same grocery trip was made available with the purchase of 
two-dozen eggs. The partner products changed every week so 
consumers would have the opportunity to save money on new 
products every week—provided they continued to purchase two 
dozen eggs. In this way, CEMA was able to encourage consump- 
tion without discounting eggs themselves. As part of the promo- 
tion, order forms for the Good Starts recipe booklet were made 
available at the egg case. 
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It is because of the cooperation of provincial boards that the 
Agency is able to operate successful retail programs. Cooperation 
coast to coast allows the Agency to negotiate the most cost-effective 
campaigns possible. 

The Agency is of the view that a good first step has been made 
in working at the retail level to increase sales. More, however, must 
be done with carton packaging and design. The Agency is pursuing 
discussions with graders on conducting focus group research to 
assess Consumer's views about egg cartons. 


Foodservice 


The Operator's Edge series is distributed to 10,000 foodservice 
operators by CEMA and other marketers of food products. The 
booklets of recipes and preparation tips encourage foodservice 
operators to include egg dishes on their menus. Eggs are promot- 
ed as delicious, inexpensive and versatile money-makers for these 
operations. Operator's Edge provides operators the opportunity to 
order additional resource material. CEMA is proud to note that 
its resources are the most popular among those offered by the 
Operator's Edge partners. 

In 1995, CEMA also maintained its popular annual foodser- 
vice calendar, distributed via magazines in December. Calendars 
are an excellent way to promote eggs to foodservice operators. 
They encourage operators to think about eggs throughout the 
year but because the calendars are distributed in December, the 
operators are especially encouraged to think about eggs in the 
New Year, when egg sales decline from their Christmas peak. 
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The Need To Consult 


The demands of national and global change necessitate, as never 
before, consultation with a wide variety of audiences, both direct 
stakeholders and others whose decisions influence the direction of 
the industry. 

No consultations are more important than those that occur 
with our industry partners: producers, the provincial egg market- 
ing boards, the graders and breakers who process our eggs and 
farm input suppliers. 

In 1995, CEMA’s Chairman increased the 
number of information letters to producers. 
This was done primarily to keep producers 
abreast of developments on the U.S. tariff 
challenge under the North American Free 
Trade Agreement (NAFTA). These letters 


were a good tool in getting to producers up- 


of Directors table. 


to-date information which supplements that 
provided in the Agency newsletters. 

The Agency also instituted regular meet- 
ings among the managers of provincial boards 
and the Agency to compare activities and 
determine where efficiencies can be realized. 

Provincial egg marketing boards manage 
individual producer quotas and are responsi- 
ble for ensuring producers supply the quan- oe 


tities required to meet consumer demand. 
They also operate their own quality assur- 
ance and marketing programs. CEMA is responsible for managing 
the national allocation through provincial quotas, for interprovin- 
cial and international trade and for operating a national industrial 
products program. It, too, develops marketing programs. Cons- 
ultation is essential to ensure the best use is being made of all 
resources. [he managers’ meetings are an important avenue for 
dialogue on the development of nationally consistent approaches 
in farm management practices, data collection and public relations. 


OTTAWA (MARCH 22, 1995) — The 
Canadian Egg March Agency today wel- 
comed industry directors from the grading, 
breaking and hatchery sectors to its Board — 


__ Hatchery representative Al Corneil, 

grader Robert Feldman and breaker Jim 

Campbell joined 10 representatives of 

_ provincial marketing boards along with the 

Agency’s new Chairman Robert Murphy. 
The addition of industry directors to the _ 

Board follows an industry-wide agreement _ 

achieved last year and signals increased 

consultation among the Agency and the 

egg industry’s numerous stakeholders. 
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Increased consultation with our processor clients and pullet 
suppliers was realized by expanding the Board of Directors so 
hatchery, breaker and grader representatives could take part in the 
deliberations governing the Agency’s activities. This itself changed 
the nature of the Board. In addition, many long-time directors 
retired, making way for new blood. It could not be assumed that 
this Board’s direction and views on issues would be the same as 
that of the previous Board. 

To ensure views of all directors were 
taken into account, a consultative process 
was developed whereby potential Agency 
positions are deliberated at the committee 
level for recommendation to the Board. In 
1995, this was useful in solidifying Agency 
views regarding egg production in the 
Northwest Territories and substantial 
progress had also been made in developing 
positions on trade and animal husbandry. 

CEMA is a unique body with 35 signa- 
tories to the Federal-Provincial Agreement. 
Consultations with the federal and provin- 
cial supervisory bodies are essential, partic- 


| ? 


ularly as the Canadian egg industry moves 
- 
toward developing a revised Agreement. In 


1995, CEMA increased its consultations 

with its supervisory body, National Farm 
Products Council, through meetings between the Executive 
Committees of Council and the Agency. In addition, CEMA 
increased the number of written reports it provides the signatories 
and participated in a working group of signatory representatives 
drafting changes to the Federal-Provincial Agreement. 

Consultations with other food related groups are also extremely 

important. As a member of the Canadian Federation of Agriculture, 
CEMA is able to network with a host of farm organizations. The 
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Agency's CFA representative takes the views of the Agency on 
trade, taxation, research, rural development, protection of the 
environment, farm finance, animal husbandry, food safety and 
farm safety to the Federation which is itself consulted regularly 
by numerous government bodies, parliamentary committees 
and ministers. CEMA is taking a 
leadership role in the 
Federation’s work with govern- 
ment to implement in Canada 
an internationally recognized, 
on-farm quality assurance pro- 
pram known as Hazard Analysis 
and Critical Control Points. 

In 1995, CEMA continued 
its close working relationship 
with the other national supply 
management organizations. 
Extensive preparations were 
made in 1995 to ensure that the 
supply management organiza- 
tions were ready to bring their 
messages to the public during the 
U.S. NAFTA tariff challenge. As 
well, information was shared among the poultry agencies and with the 
Canadian Poultry and Egg Processors Council on pressure group tac- 
tics designed to damage the good repuation of animal agriculture. 

The Agency, too, fosters its membership with the International 
Egg Commission. The Commission is an important forum for 
sharing information on trade as well as new scientific information 
regarding practices which enhance efficient production and egg 
safety. The Agency looks forward to 1997 when Canada hosts the 
Commission's annual meeting. 

It is also clear that CEMA plays a significant role in govern- 
ment consultative processes. Consultations involve primarily three 


departments: Agriculture and Agri-Food Canada on cost recovery, 
research, food safety, biotechnology, trade, data collection and 
labelling; Foreign Affairs and International Trade on trade negoti- 
ations, particularly the U.S. NAFTA challenge, and the adminis- 
tration of tariff rate quota; and Health Canada on nutrition 
labelling and policies. 

In 1995, CEMA also decided 
to increase its consultative role 
on research issues by accepting 
an invitation to name a represen- 
tative to the Canadian Agri-Food 
Research Council. This is consis- 
tent with the decision in 1994 to 
work closely with the Coalition 
for the Support of Agri-Food 
Research in its activities to have 
government maintain interest in 
basic food research. 

The need for consultation 
with a variety of stakeholders 
and government bodies increas- 
es as our industry changes. The 
pressure of global trade agree- 
ments and the requirement for improved efficiency through 
increased cooperation among all industry sectors make the need for 
extensive consultation self-evident. 

Communication and consultation have always been important 
to the Agency since its inception in 1972. Indeed, the Agency 
could not have come to be without intense consultation among 
the provincial governments, the federal government, producers 
and all industry stakeholders. 

In 1995, consultation remained important. We can only expect 
consultation and communication to increase in our quickly 
changing world. 
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Management Financial Analysis 


The profitability of the Canadian egg industry is influenced by the 
United States egg markets. In 1995, the Agency dealt with wide swings 
in the Urner Barry price, upon which the Agency’s industrial product 
sales prices are based to ensure competitiveness of Canadian egg pro- 
cessing. As well, an increase in Canadian industrial product levels and 
higher input costs resulted in increased levies during the year. 

On the whole, average sales prices fared well. In 1995, they 
averaged 54 cents a dozen as compared to 49 cents a dozen in 1994. 
These improved sales prices were due to the inclusion of a five- 
cent-a-dozen sourcing fee as well as overall stronger U.S. prices. The 
higher average sales prices increased the Agency’s revenues by about 
$3.9 million. 

In 1995, industrial product volumes increased by five percent. 
These volumes raised costs by about $2.3 million. 

In addition, Canadian feed prices felt the pressure of tight global 
supplies in 1995. The national weighted average feed cost was 38.83 
cents a dozen when the year opened and 47.09 at the end of the 
year. This also had an effect on pullet prices which increased from a 
national weighted average of 19.03 cents a dozen at the beginning 
of the year to 20.51 at year’s end. Consequently, the buy-back price, 
or the price the Agency purchases eggs at, was on average five cents 
more a dozen in 1995 than in 1994. This higher cost alone con- 
tributed to a CEMA Pooled Income Fund loss of $3.5 million. 


Revenue projections were difficult as a result of the wide swings 
in the Urner Barry quote. Already excessive supplies in the U.S. 
were exacerbated in the early spring as rendering plants refused to 
take hens which, consequently, were either kept in production, or 
moulted and returned to production. The surplus was reflected in 
the Urner Barry quotes which ranged from a low of 32.20 U.S. 
cents a dozen in early May to a high of 61.45 U.S. cents a dozen 
at the end of November. 

Layer inventories were reduced during the summer's heat wave 
which propped the Urner Barry quote to 51.70 U.S. cents a dozen 
during the first week of August but this was only temporary as prices 
adjusted downward in a matter of weeks. However, from that point, 
the quote gradually strengthened to the end of the year. 

On August 13, facing an accumulated deficit in the Pooled Income 
Fund of $7.6 million, the Agency implemented a one-cent a dozen 
levy increase. [he increase slowed the deterioration in the fund bal- 
ance which reached a deficit of $7.8 million in September. An addi- 
tional two-cent-a-dozen levy was implemented effective October 8. 
This resulted in improved profitability in the last quarter of the year. 
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POOLED INCOME FUND, 1995 


| MILLIONS OF DOLLARS 


-10 


| CEMA PERIODS 


The Pooled Income Fund deteriorated, necessitating increased levies in 
1995. Profitability was restored on October 8 and the Fund continued 
to gain during the rest of the year. 


Consequently, the Pooled Income Fund deficit was reduced to 
$2.1 million at year’s end, an improvement of almost $6 million. 

As a result of the events of 1995, the Agency, in conjunction with 
the Canadian Poultry and Egg Processors Council, is exploring 
mechanisms to stabilize industrial product prices. 

The Administrative Fund remained strong throughout 1995 
opening with a balance of $0.5 million and closing with a balance 
of approximately $3.9 million. This leaves the total Agency fund 
balance across our two accounts with a surplus of about $1.8 million. 


bis fam 


Neil Currie 
Chief Executive Officer 


Greg Pearce 
Chief Financial Officer 
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Auditors’ Report To 


The Minister of Agriculture and Agri-Food 


Government of Canada 
The National Farm Products Council 


The Members 
Canadian Egg Marketing Agency 


We have audited the balance sheet of the Canadian Ege Marketing Agency as at December 30, 1995 and the 
statement of operations and balance of funds for the fifty-two week period then ended. These financial state- 
ments are the responsibility of the Agency’s management. Our responsibility is to express an opinion on these 
financial statements based on our audit. 

Except as explained in the following paragraph, we conducted our audit in accordance with generally accepted 
auditing standards. Those standards require that we plan and perform an audit to obtain reasonable assurance 
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as evaluating the overall 
financial statement presentation. 

In common with many agricultural product marketing agencies, the Agency derives revenue from levy, service 
fees and contributions. Due to the structure of the egg industry and the inability to determine the completeness 
of levies, our verification of these revenues was limited to the amounts recorded in the accounts of the Agency and 
we were not able to determine whether any adjustments might be necessary to levy, service fees and contributions, 
excess of revenue over expenses, assets and balance of funds. 

In our opinion, except for the effects of adjustments, if any, which we might have determined to be necessary had 
we been able to satisfy ourselves concerning the completeness of revenue from levy, service fees and contributions 
referred to in the preceding paragraph, these financial statements present fairly, in all material respects, the finan- 
cial position of the Agency as at December 30, 1995 and the results of its operations and the changes in its finan- 
cial position for the fifty-two week period then ended in accordance with generally accepted accounting principles. 


We Ct Meaurich Meine 


Chartered Accountants 


Ottawa, Canada 
February 22, 1996 
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Balance Sheet 


December 30, 1995, with comparative figures for 1994 
(In thousands of dollars) 


Pooled 
Income Administration 1995 1994 
Fund Fund Total Total 
Assets 
Current assets: 
Cash and treasury bills $ 469 $ 127, $ 596 $ 390 
Cash — restricted (note 3) 202 — 202 a: 
Accounts receivable 
(note 4) 8,809 995 9,804 6,785 
Inventory 242 = 242 188 
Prepaid expenses 1 523 524 60 
Interfund receivable 
(payable) (35379) 3,379 ~ ~ 
6,344 5,024 11,368 7,423 
Fixed assets (note 5) ~ 535 339 430 
Sia. 6,344 $ 5,359 $ 11,703 S$: neSoo 
Liabilities and Balance of Funds 
Current liabilities: 
Accounts payable and 
accrued liabilities $ 4,371 $ 1,434 $ 5,805 $ 4,980 
Demand loans (note 6) 4,065 — 4,065 2,400 
8,436 1,434 9,870 7,380 
Balance of funds (note 3) (2,092) 3925 1,833 473 
Commitments (note 9) 
$95 16,344 $ 5,359 Mund 708 85S 


See accompanying notes to financial statements. 


On behalf of the Agency: 


al 


Chairman of the Board of Directors 


zy 


Chairman of the Audit Committee 
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Statement of Operations and Balance of Funds 


Fifty-two week period ended December 30, 1995, with comparative figures for the fifty-three week period 
ended December 31, 1994 
(In thousands of dollars) 


Pooled 


Income Administration 1995 1994 
Fund Fund Total Total 
Revenue: 
Egg sales $ 27,430 $ ~ $27,430 $ 22,288 
Net levy, service fees 
and contributions (note 7) 33,745 10,659 44,404 36,132 
Interest and other income 198 125 323 314 
Other income — restricted (note 3) 202 = 202 = 
61,575 10,784 12399 58,734 
Expenses: 
‘Trade operations: 
Egg purchases 59,804 = 59,804 50,144 
Packaging allowance 1,113 = LLt3 1,823 
Transportation and handling ae - 1,391 1,220 
Third party verification 298 x 298 238 
Interest py hy — 519 221 
Other 23 = 23 74 
Quota retirement program (note 8) 236 - 236 600 
63,384 = 63,384 54,320 
Marketing = 1,944 1,944 BWR S. 
Salaries = 2,263 2,263 DMG? 
Professional fees and consulting — 851 851 298 
Meetings and travel ~ Ade ¥52 810 
Office = 204 204 186 
Research and development - 230 230 112 
Telephone and facsimile - 74 74 76 
Rent = 415 415 428 
Communications — 178 178 160 
Per diems a 194 194 190 
Other administrative = 102 102 129 
Depreciation and amortization — hele: 133 biz 
Uncollectible levy, service fees and 
contributions ey: 1 111 2 
Donations of eggs 184 ~ 184 191 
63,667 T02 £0999 63,195 
Excess of revenue over expenses 
(expenses over revenue) (2,092) 542 1,360 (4,461) 
Interfund transfer (note 2(a)) 4,972 (4,972) _ = 
Balance of funds, beginning of period (4,972) 5,445 473 4,934 
Balance of funds, end of period (note 3) $ (2,092) 8 3925 $ 1,833 $ 473 


See accompanying notes to financial statements. 
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Notes to Financial Statements 


Fifty-two week period ended December 30, 1995 
(In thousands of dollars) 


1. Activities of the Agency: 
(a) Objective of the Agency: 


The Canadian Egg Marketing Agency was established to effectively manage the production, pricing, 
distribution and disposition of eggs in Canada and to promote the sale of eggs. 


(b) Levy, service fees and contributions: 


The provincial egg marketing boards have agreed to act as agents of the Agency for the collection, 
control and remittance of the levy set by the Agency. Further amounts are paid to the Agency by 
the provincial boards to finance the national industrial product removal system pursuant to the 
supplementary federal-provincial agreement and, in the case of Quebec and Alberta, through 
service fees payable pursuant to a commercial contract. 


(c) Removal activities: 


The Agency purchases, at specified buy-back prices, all eggs that meet Agency specifications that 
have been declared as excess to provincial table market requirements. These eggs are then sold to 
domestic processors. 


(d) Service contracts: 


In 1995, the Agency maintained service contracts with the Ontario and Quebec provincial boards. 

They allow for the operation of provincial industrial product removal programs within the 
national system. Moreover, they provide for the use of national levies to finance the removal of 
product within each province. The excess (shortfall) of national levies over the cost of removal of 
industrial product is identified as net levy contribution and included in revenue from net levy, 
service fees and contributions. 

In 1994, the Agency had a similar service contract with Ontario for the operation of a provincial 
industrial product removal program within the national system. The Agency did not have a service 
contract with Quebec in 1994 with respect to the operation of its provincial industrial removal 
program. In its place, Quebec remitted a fixed amount (included in revenue from levy, service fees 
and contributions) to the Agency to assist in the operation of the national removal system. As such, 
Quebec was financially responsible for all provincial removal costs in 1994. 


2. Significant accounting policies: 
(a) Basis of accounting: 


The industrial product removal levy, service fees and contributions are allocated to the Pooled 
Income Fund. All transactions involving the buying and selling of eggs are recorded in this fund. 

As a result of the negotiated GATT (WTO) agreement, the Agency restructured its sales program. 
Effective January 1, 1995 the Agency amalgamated its Domestic and Export Funds to form a new 
fund, the Pooled Income Fund. The Board of Directors authorized the elimination of the deficits 
in the Domestic Fund ($4,158) and the Export Fund ($824) through a transfer from the 
Administration Fund totalling $4,972. 

The administration levy, service fees and contributions and all administrative expenses are 
recorded in the Administration Fund. 
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Notes to Financial Statements 


Fifty-two week period ended December 30, 1995 
(In thousands of dollars) 


(b) Inventory: 
Inventory consists of eggs which are valued at the lower of cost and net realizable value. 
(c) Fixed assets: 


Fixed assets are recorded at cost. Depreciation and amortization of fixed assets are calculated using 
the straight-line method over their anticipated useful lives as follows: 


Asset Basis 
Office equipment 10 years 
Computer hardware and software 5 years 
Leasehold improvements over remaining term of lease 


3. Quota exchange program: 


The Agency acts as the agent in the administration of the quota exchange program. The Agency may also 
assist the exchange process when demand and supply are not equal with such transactions recorded in the 
Pooled Income Fund. These transactions resulted in a restricted cash balance and other income of $202. 
These monies are held in a trust account, as directed by the Board of Directors, and their use is restricted 
and subject to Board direction. 


4. Accounts receivable: 


Pooled 
Income Administration 1995 1994 
Fund Fund Total Total 
Levy, service fees and contributions 
net of allowances for uncollectible 
amounts of $224 (1994-— $113) $ 4,579 $ 819 $ 5,398 S 83,977 
Egg sales 4,208 - 4,208 2,813 
Other pes 176 198 he 
$ 8,809 $ USS $ 9,804 ae ES 
5. Fixed assets: 
1995 1994 
Accumulated Net book Net book 
Cost depreciation value value 
Computer hardware 
and software $ 653 $ 483 $ 170 $ 230 
Office equipment 437 Wk) 144 172 
Leasehold improvement 54 =) 21 28 
$ 1,144 $ 809 $ 335 $ 430 


Cost and accumulated depreciation amounted to $1,112 and $682 respectively in 1994. 
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Notes to Financial Statements 


Fifty-two week period ended December 30, 1995 
(In thousands of dollars) 


6. Demand loans: 
The Agency has a revolving demand loan facility with a total approved limit of $5,000 at interest rates 
ranging between prime plus 0.5% and 0.75%. The facility is secured by a general assignment of book 
debts and a demand debenture agreement. As at December 30, 1995 loans under this facility totalled 
$2,625 (1994 — $2,400). 
In 1995, the Agency arranged for demand loans from Provincial Boards at interest rates set at the average 
monthly prime rate. As at December 30, 1995 these loans totalled $1,440 (1994 — $Nil). 
7. Net levy, service fees and contributions: 
Pooled 
Income Administration L993 1994 
Fund Fund Total Total 
Levy, service fees and contributions $ 22,522 Soy LG S9 : ee fo hee $.. 36,075 
Condominium flock settlement - - ~ 13 
Net levy contribution £13 ~_ £1223 (456) 
$4 33,/49 oo 103059 $ 44,404 o. 2436,132 
In 1994, the Agency received its portion of a settlement relating to service fees that had not been collected 
from a condominium flock which had been operating in Quebec. The total settlement of $700 was split 
between the Agency and the Quebec Board based upon the average national and provincial levy rates in 
effect from 1983 to 1993. The Agency’s share totalled $513 and was allocated to the three funds based 
upon its average levy rates during the same period. 
8. Quota retirement program: 
During 1993, the Agency initiated a quota retirement program. Contracts under the program specify 
the quota’s price as well as the payment terms which ranged from twelve to twenty-four months. 
During 1995, payment under the quota retirement program totalled $236 (1994 — $600). There are 
no remaining obligations under the program which totalled $1,068. 
9. Commitments: | 
The Agency is committed under the terms of operating lease contracts for the rental of premises, including 
estimated operating costs, as follows: 
1996 $ 415 
1997 415 
1998 . 415 
$ 1,245 
10. Economic dependence: 


The Agency’s sales program is dependent upon one major customer. This customer purchases eggs from 


the Agency for further processing. In 1995, these sales represent 46% of sales (1994 — 51%). 
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Notes to Financial Statements 


Fifty-two week period ended December 30, 1995 
(In thousands of dollars) 


11. Supplementary information: : 
As detailed in note 1 (d), egg sales revenues and cost of sales are recorded on a net basis as net levy ; 
contribution or on a gross basis as egg sales and cost of sales in accordance with the underlying ¥ 


Federal-Provincial Agreement. 
Had all the industrial product removal operations in Ontario and Quebec been recorded on a gross 
basis, the Pooled Income Fund Statement of Operations would be as follows: 


1995 1994 
Revenue: 
Egg sales $ 41,494 $ 37,169 
Levy, service fees and contributions 50,159 44,535 
Interest and other income 198 101 
Other income — restricted 202 = 
92053 81,805 
Expenses: 
‘Trade operations: s 
Egg purchases 89,298 83,247 ; 
Packaging allowance 15633 2,418 
Transportation and handling 1,855 1,647 
Third party verification 298 238 
Interest 519 22Y 
Other 25 74 
Quota retirement program 236 600 
Uncollectible levy, service fees and contributions he) 5 ¥ 
Donations of eggs 184 191 4 
: 94,145 88,641 } 
¢ 
Excess of expenses over revenue $ (2,092) $ (6,836) 


12. Statement of changes in financial position: 


No statement of changes in financial position has been presented as it would not provide additional 
meaningful information. 
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